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PREFACE 


Haphazard policies in financing school building pro- 
grams can no longer endure. If it is necessary for a com- 
munity to issue bonds in order to pay for needed school 
buildings, the wisest and soundest procedure should be 
followed. It is the belief of the author that each state 
should incorporate the guiding principles for issuing 
school bonds in its educational laws. Students and teachers 
of educational administration should inform themselves 
concerning the soundest principles for, and practices in, 
the issuance and sale of school bonds. 

Consequently this volume has been written with the 
hope 

1. That it will serve as a handbook for boards of 
education, city school superintendents, and state 
departments of public instruction, who are in 
charge of, or are assisting in, the issuance of 
school bonds; 

2. That it will be of some use in suggesting changes 
in existing legislation relating to school bonds, 
or help in the formulation of new provisions; and 

8. That it will be of some service to teachers of, 
and students in, courses in educational admin- 
istration. 

If the work in any way fulfills any of these proposed 
functions, the author will feel fully repaid. 

The book was begun in September 1921, while the 
author was a Research Fellow in Teachers College, Colum- 
bia University. Work was continued on it until the summer 


A72ZS oO 


of 1923. All the statistical work has been carefully checked 
and follow-up letters have been written concerning the legis- 
lative provisions that are discussed. The material was used 
as a text in a course in city school finance offered by the au- 
thor for city superintendents in the 1922 summer session of 
Emory University, Atlanta, Ga. After some revision, the 
material was used as a text in a course in city school finance 
offered by the author for city school superintendents during 
the second semester, and also the summer session of the 
University of Wisconsin, 1923. It has also been used by the 
author in making recommendations to boards of education 
concerning the best procedure to follow in financing school 
building programs by bonding. Most of the material con- 
tained in Chapters IV, V and VI, appeared in the form of 
articles in the 1923 numbers of the American School Board 
Journal. In the light of these facts it seems to have a 
practical as well as an academic value. 

The writer has quoted very freely from “Principles of 
Bond Investment” by Lawrence Chamberlain, “Municipal 
Bonds” by the late Fraser Brown, “Publicity Campaigns for 
Better School Support” by Alexander and Theisen, and “The 
Law Bulletin” issued by the State Department of Public 
Instruction of the State of New York. He wishes to thank 
Henry Holt & Co., Prentice Hall & Co., The World Book Co., 
and the State Department of Public Instruction of New 
York, for permitting the use of these quotations; also, The 
American School Board Journal for permitting the use of 
the material contained in Chapters IV, V and VI. 

The writer is also deeply indebted to, and wishes to ex- 
press his sincere appreciation to Dr. N. L. Engelhardt of 
Teachers College, Columbia University, for suggesting and 
criticising the study, and also for insisting that it be of the 
nature here presented; to Dr. George D. Strayer and Dr. S. 
E. Evenden of Teachers College, Columbia University, for 
assisting in collecting data and for criticising the 


manuscript; to R. 8. Shanks, Jr., editor of the Daily Bond 
Buyer, New York City, for helping the author to collect the 
data and for furnishing much helpful literature; to W. H. 
Hoyt, bond attorney, of New York City, for furnishing re- 
lated literature as well as his advice; to Dr. J. R. McGaughy 
of Teachers College, Columbia University; to Dr. W. H. 
Melchior of Lawrence College; to Dr. George W. Howard, Jr., 
of the State Department of Public Instruction of North 
Carolina; to Professor A. M. Proctor of Trinity College, for 
assisting in ways too numerous to mention; to my col- 
leagues, Professors V. A. C. Henmon, W. L. Uhl, M. V. 
O’Shea and F. L. Clapp for so generously reading and criti- 
cising the manuscript; and last to my beloved wife and com- 
panion, Jane Fowlkes, without whose patient and ever- 
present assistance the work could not have been completed. 
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CHAPTER I 


HOW CAN SCHOOL BUILDING PROGRAMS 
BE FINANCED 


School Costs Classified. All school expenditures may 
be classified under one of the three following headings: 
(1) running or current expenses; (2) capital outlay; and 
(3) debt service. These classifications may be sub-divided 
as follows: 

1. Current expenses. 

a. General control. (Regulative and executive 
service. ) 
Instructional service. 
c. Co-ordinate activities. 
d. Operation of plant. (Provision and care of prop- 
erty—proprietary service.) 
Maintenance. Upkeep of plant. 
Fixed charges. 
. Auxiliary agencies and other sundry activities. 
2. Capital outlay. 

(The payment of money for anything which results 
in an increase in the total amount of permanent 
property possessed by the school system.) 

38. Debt service. 

(The payment of interest on bonds and short term 
loans and the payment of the principal of bonds 
and short term loans.) 

It is at once apparent that money spent for land, new 


buildings, and new equipment constitutes the major portion 
of a school system’s “capital outlay.” The question which 
now arises is ‘How shall this money be raised?” To be 
still more specific, “How shall school building programs be 
financed?” This is a problem which confronts boards of 
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education and superintendents of schools many times, and 
is very often extremely perplexing. 
Financing Building Programs. There are two methods 
of financing school building programs. 
1. The pay as you go plan. 
a. Annual tax. 
b. Sinking fund. 


2. The bonding plan. 


a. Straight. 
b. Sinking fund. 
ce. Serial. 


The “pay as you go” plan provides that either a single 
tax shall be levied and collected the same year in which the 
buildings are erected and equipped, which shall be large 
enough to pay for the required property, or that a certain 
portion of each year’s school taxes shall be put aside, thereby 
forming a sinking fund which will be sufficient to pay for 
new sites and buildings as needed. 


In considering methods of financing school building 
programs, it may prove advantageous to ascertain and in- 
spect the practice of business concerns in providing funds 
for necessary expenditures. In accordance with the custom 
of modern business, when a person is employed by a com- 
mercial institution, an agreement is made whereby the 
employee shall receive his due salary weekly, bi-monthly, or 
monthly as is the custom of that particular house with that 
particular position. Again, this same concern pays bills 
for gas, electricity, express, et cetera, as they are incurred 
and properly presented. Such must be the practice of all 
commercial organizations if they desire to enjoy the high- 
est credit rating. Maintenance costs must be paid as they 
‘are contracted, and such expenses must be met from cur- 
rent revenues. If such revenues are not adequate to meet 
running expenses, it is apparent that the business is operat- 
ing at a deficit and cannot long endure. So much for the 
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way in which mercantile establishments meet current ex- 
penses. 


For the sake of a still more concrete illustration in the 
financing of a building program, let it be supposed that the 
annual revenue of a dry-goods store totals $50,000 more 
than all current expenses. Let it be further supposed that 
because of a growing business, keen competition, and high 
fire insurance rates on the building occupied, this concern 
needs to purchase an adjoining lot worth $50,000, 
and erect a new building which will cost $500,- 
000. It is evident that this corporation cannot pay 
for this program of capital outlay from current revenue in 
one year. How then is it possible for this establishment 

to finance the needed expansion? The answer that is made, 
- in many instances, similar to the one just cited is the issu- 
ance of bonds, to be paid in from five to twenty years. 
Such a practice is a familiar one. Nearly every day re- 
liable bond houses offer such securities for sale to private 
investors. Such a procedure must surely be deemed sound 
by the owners of the businesses issuing these bonds. Such 
bonds must be considered safe or they would not be handled 
by reputable financial houses. 


The analogy between school systems and business or- 
ganizations is evident. Maintenance costs of public edu- 
cation should as truly be paid from current revenues as 
should the current expenses of other organizations. This 
hypothesis is accepted nearly universally and the excep- 
tions to it are the unusual. In a properly administered 
system the rule will never be broken. 


Present School Tax Limits Low. Under existing tax 
limits, it is also obvious that few, if any, communities can 
pay for new school buildings from the funds raised in one 
year. Even if present tax limits were increased, it would still 
be impossible in most localities. Such being the case, the first 
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division of the “pay as you go” plan, namely a single annual 
tax, is automatically eliminated. 


Sinking Fund Plan Impracticable. The second possi- 
bility of the “pay as you go” plan, namely the sinking fund 
plan, is nearly as impracticable as the first. If the admin- 
istration of public money were conducted in a thoroughly 
scientific and accurate manner, the “sinking fund” plan 
of financing school building programs would be highly satis- 
factory. That such is not the case, and that this plan has 
proved unsatisfactory, is a rather well-known fact. None 
of the larger communities have been able continuously to 
employ the “pay as you go” plan in providing funds for 
their new school buildings. St. Louis, Missouri, and Port- 
land, Oregon, furnish the most outstanding examples of 
attempts to finance school building programs by the “pay 
as you go” plan, but they have found it necessary to issue 
bonds in order to provide adequate funds for school build- 
ing purposes. The following quotations reveal the prevalent 
attitude concerning sinking funds in the United States. 

“I presume that there are a great many, even of our 
best and most financially sound, municipal corporations of 
this state, if you put an expert accountant on their books, 
you would discover that they didn’t have the proper sinking 
fund on hand because they hadn’t levied it. Every public 
official, whether he has such a view when he enters office or 
not, before he gets through, sees the demand for money for 
operating expenses, tries to keep down the tax rate and the 
amount to be raised by taxation, and is tempted to put off 
paying something that falls due fifteen, twenty or twenty- 


five years hence, which is something for somebody else to 
worry about, as he wants all he can get at present. 

“In the estimation of school people we have reached a 
point where mere economy of management and mere effi- 
ciency in administration fail to give relief from embarrassed 
finances. We must look to a larger step—either a more 
radical method of securing larger revenues, or a decided 
curtailment of present-day educational programs. Until 
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such radical steps in financing have been brought about, we 
must rely on the best procedure that can be worked out for 
assessing and collecting in the accustomed way—namely, by 
a mill tax on property valuations. And the only possible 
way to administer the schools successfully under this plan 
is to pay current expenses out of current tax funds, and pay 
for buildings and other improvements out of a bond fund. 
Probably every community has passed through the experi- 
ence of paying for buildings out of current revenues. Such 
policy is unquestionably less costly in the end than the piling 
up of bonded debts, but unfortunately this method is no 
longer practicable owing to the rapid growth of cities and 
the enlarged expansion of educational service demanded. 
As curriculums enlarged they became more expensive, and 
there was left less and less of a margin in the current rev- 
enue with which to erect buildings. In the Cleveland survey 
of 1915 the recommendation was made that improvements 
be paid out of current taxes instead of bond issues, but that 
city has to date not found it possible to finance the schools 
in accordance with such a policy. Like testimony can be 
had from any large and growing city. In practice it will be 
found that any attempt to build with current tax funds will 
ultimately create a condition where the margin for main- 
tenance rate will not yield enough for maintenance, nor will 
the margin for a tax rate to provide interest and sinking 
funds be sufficient in yield for that purpose. When the con- 
stitutional limit of the tax rate has been reached, the schools 
will still continue to grow, and then the matter of financing 
presents an impossible situation. 


“My purpose here is to caution against the policy of 
trying to pay for new construction with maintenance money. 
It is only by a far look ahead that we can see the fallacy of 
this plan of financing. The best way to protect the main- 
tenance fund and assure your city of the necessary larger 
sum needed as the city grows and expenses for ordinary 
purposes increase is to go on the policy of bonds for im- 
provements. By this route the maximum limit of the tax 
rate will be approached far more slowly. To illustrate with 
figures: for each $100,000 of improvements, by issuing a 
forty-year 5 per cent bond we take from the people $7,500 
in taxes annually, which is one-thirteenth as much as we 
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take by trying to make the current roll yield the entire 
$100,000 in one year. In other words, it is easier on the 
people to take through taxation $7,500 annually than to take 
$100,000—thirteen times easier. 


“The building policy should, therefore, be to raise funds 
by bonding, notwithstanding that theoretically it can be 
demonstrated that pay as you go is the less costly plan. So 
long as cities double in population in ten years, as most pro- 
gressive cities do, we cannot within present tax rate limits 
cope with the increasing demand for more buildings.?” 


The demand for school bonds has arisen out of the need 
of communities to provide educational opportunity on a 
scale more extensive than could be financed from annual 
taxes or other regular revenues. Although the issuing 
of bonds for school purposes is a modern development, the 
following quotation shows the historical justification of 
bonding as a means of raising money for community or 
governmental projects. 


“As early as the twelfth century, the Republic of Ven- 
ice obtained forced loans from its people.? The State paid in- 
terest on these loans, but deferred payment of the principal 
to a time ‘when the situation of affairs should permit it.’ 
Later Venice obtained from its citizens loans secured by 
the revenue from salt and by the income of the treasury 
for a certain number of years. Florence borrowed of its 
bankers and pledged as security taxes and other revenues. 

“Government borrowing, by the issue of bonds or other 
evidences of debt, assumed a more or less regular form in 
France in the time of Francis I (1515-47), in England with 
the Revolution of 1688 and the Wars of William III, and in 
eee is now the United States during the Revolutionary 

ar. 

“Tn the early part of the nineteenth century, we find in 
France small amounts of local loans or debts of the 


1Paul H. Scholz. Business Manager of the Board of Education, San Antonio, Texas. 
Page 53. Method of Financing for Current Expenses, National Association of Public School 
‘pereer I Proceedings of the Eleventh Annual Meeting, Atlantic City, N. J. May 
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communes and in the United States borrowing on a consider- 
able scale by our states and to a less extent by our cities. 


“In the United States, the bond business before and dur- 
ing the Civil War was concerned principally with United 
States government, state, and to a less extent, municipal 
bonds. After that period, bankers became interested in 
financing the building of many of our railroads, and during 
the past thirty years in furnishing money for the building 
and development of gas, street-railway, electric-light, and 
telephone properties.” 


Bonding For School Purposes Legalized. In recogni- 
tion of the need for the privilege of issuing bonds, all the 
states have enacted legislation which authorizes local com- 
- munities to borrow money and to issue bonds for school pur- 
poses. Although the privilege of floating bonds has been 
extended to local communities, certain restrictions have 
been attached to the purposes for which the money thus 
raised may be expended. As shown by Table I, all states, 
save two, have recognized the fact that bonds should be is- 
sued for school purposes only when large sums of money 
are needed. The purposes for which money raised by bond- 
ing may be spent, that are mentioned most frequently, are 
the purchase or improvement of buildings and equipments, 
and the refunding of outstanding indebtedness. In an ar- 
ticle by the author entitled, “The Retirement of School 
Bond Issues,” which appeared in the January, 1923, issue 
‘of the American School Board Journal, it was shown that 
provision should be made for the payment of funded secur- 
ities so that it would never be necessary to refund out- 
standing bonds. Consequently it would be wise to remove 
the provision concerning the refunding of outstanding se- 
curities as well as all other purposes which pertain to the 
maintenance costs of a school system. 


In light of the facts and opinions just presented, it 
seems certain that for some time to come school building 


TABLE I 
LEGAL LIMITATIONS CONCERNING THE PURPOSES FOR WHICH 
Money Ratsep By ScHoot BONDS CAN BE SPENT® 
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‘Basic Data taken from Mac Dowell, Theodore L., State v1 Tieal ‘Cont 1 
mentary Education Bulletin No. 22, 1915, United States Bureau of Riventin co seen 
to 1921, from State Laws and Hood’s Digest of Educational Laws. : 
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programs will be financed in.the majority of communities 
by issuing bonds. 


Since such is the case, it behooves boards of education 
and superintendents alike to acquaint themselves with, and 
adopt the best practices and procedures in the issuance and 
retirements of bonds for school purposes. In the present 
volume, an attempt has been made to provide a handbook for 
officials who have charge of the floating of funded securi- 
ties for educational purposes. 


Summary. 1. All school expenditures may be classi- 
fied under (a) current expenses, (b) capital outlay, (c) debt 
service. 


2. School building programs may be financed by 
(a) The pay as you go plan 
1. Annual tax. 
2. Sinking fund. 
(b) The bonding plan 
1. Straight. 
2. Sinking fund. 
3. Serial. 
8. Current expenses should be met from current 
revenues. 
4, All states permit bonding for school purposes. 
5. Forty-six states have passed statutory provisions 
concerning the purposes for which school money raised by 
bonding can be spent. 


Cuaprer II 


WHAT IS A SCHOOL BOND? 


In Chapter I it was shown that for many years it has 
been the custom of communities to issue bonds in order to 
finance needed improvements. It was likewise pointed out 
that it will probably be necessary, for some time to come, 
for most communities to float bonds in order to provide 
adequate school building moneys. Some of the questions 
that now arise are: What is a bond? What is a municipal 
bond? What is a school bond? What is the relation of 
school bonds to other municipal bonds? What are the fun- 
damental differences among school bonds? 

What Is a Bond? A bond may be defined as an instru- 
ment issued by a corporate body in order to borrow money, 
in which the issuer promises to pay within a stated time a 
certain stipulated sum with interest at some fixed rate, in- 
terest to be paid annually, semi-annually, or quarterly as the 
case may be. 

Bonds Classified. It is obvious from this definition 
that bonds may be classified in a multitude of ways. Con- 
sequently, before an attempt is made to identify various 
kinds of bonds, it may prove advantageous to try to find 
some bases for differentiating between the various kinds 
of funded securities. In discussing the possibilities pres- 
ent in the description and classification of bonds, Cham- 
berlain makes the following observations: 


“For instance, as bonds are bought above or below par 
they are premium or discount bonds; as government issues 
sold at home or abroad they are internal or external loans. 
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Tm i — ma NERA UT RINNE if 
STATE OF WISCONSIN —- SAUK COUNTY 


Joint School District Number One Of The City Of Reedsburg 


KNOW ALL MEN BY THESE PRESENTS that Joint School District Number One of 
the City of Reedsburg, in the County of Sauk, and State of Wisconsin, acknowledges itself 
to owe and for value received hereby promises to pay to bearer the sum of ONE THOU- 
SAND DOLLARS ($1000) lawful money of the United States of America on the first day 
of February, 1923, with interest thereon from the date hereof until paid at the rate of six 
(6) per cent per annum, payable February 1, 1922, and annually thereafter on the first day 
of February in each year, upon presentation and surrender of the annexed interest coupons 
as they severally become due. 


Both principal and interest of this bond are hereby made payable at the First Wiscon- 
sin Confpany, Milwaukee, Wisconsin, or at any Bank in the City of Reedsburg, State of 
Wisconsin. 


This bond is one of a series of like tenor, except as to maturity, issued for the purpose 
of aiding in the erection of a School House under the authority of Chapter 40 of the Re- 
vised Statutes of Wisconsin, and the vote had at a special school meeting duly called and 
held on the 22nd day of November, 1920. 


And it is hereby certified and recited that all acts, conditions and things required to be 
done precedent to and in the issuing of this bond have been done, happened and been per- 
formed in regular and due form as required by law, and that the total indebtedness of Joint 
School District No. 1 of the City of Reedsburg, Sauk County, Wisconsin, including this 
bond, does not exceed the statutory or constitutional limitations. 


IN WITNESS WHEREOF the Board of Education of Joint School Disttict Number 
One of the City of Reedsburg, in the State of Wisconsin, has caused this bond to be signed 
by the several Commissioners and the Superintendent of Schools, together constituting the 
Board of Education, and by the Treasurer of the District, and attested by the District 
Clerk, and has caused the annexed interest coupons to be executed by the facsimile sign- 
atures of said Treasurer and Clerk, this first day of April, 1921. 


{ 


© SELOners f KXUCEEINF 7 the first day of February, 


1923, Joint School District No. 1 
the City burg, Sauk Co., 


Treasurer 
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Even the very color of the indenture can give us the blue 
bonds and brown bonds of South Carolina. 
The four schemes of classification. 

“But apart from these accidental and occasional divi- 
sions, there are four schemes of classification of sufficient 
importance and extent to warrant development; for the full 
title of almost every bond is derived from some or all of 
these four; and the possible number of classes and titles of 
bonds is limited only by the possible combinations of names 
from those four schemes of classification. Bonds are divided, 
therefore: 

According to the character of the issuing cor- 


poration. 

II. According to the character of the security for 
the bonds. 

IIT. According to the purpose or function of the 
issue. 


IV. According to the conditions attending payment 
of principal and interest.” 


Continuing Mr. Chamberlain’s plan for the classification 
of bonds, the first main heading contains the following 
divisions: 

I. Classification according to the character of the obligor. 
A. Civil loans. 
1. Government loans. 
a. United States bonds. 
b. Bonds of dependencies. 
ce. Territorial bonds. 


d. State bonds. 
2. Municipal loans. 


a. Municipal proper. 

(1) City bonds. 

(2) Bonds of incorporated towns. 

(3) Bonds of incorporated villages. 
b. Quasi-Municipals. 

(1) County bonds. 

(2) Parish bonds. 

(3) Township bonds. 


26 SoHoout Bonps 


(4) Borough bonds. 

(5) Precinct bonds. 

(6) Assessment bonds, i. e., bonds of tax- 
ing district (as school, road, sewer, 
drainage, fire, levee, etc.) 

B. Corporation loans. 
1. Transportation bonds. 
a. Railroad bonds. 
b. Steamship bonds. 
c. Ferry bonds. 
d. Express company bonds. 
e. Interurban railway bonds. 


2. Public utility bonds. 


Water power bonds. 
Telephone bonds. 
83. Industrial and miscellaneous bonds. 
a. Reclamation issues. 
(1) Irrigation bonds. 
(a) Irrigation district bonds. 
(b) Carey Act bonds. 
(c) Bonds of private projects. 
(2) Levee bonds. 
(8) Drainage bonds. 
b. Timber land bonds. 
c. Real estate bonds. 
d. Mining company bonds. 

Municipal Bonds. It will be seen from this first classi- 
fication of bonds that bondsmay be issued for school 
purposes by either real or quasi-municipalities. For ex- 
ample, either a community that is incorporated as a city, 


a. Street railway bonds. 
b. Gas bonds. 

ce. Electric light bonds. 
d. Water bonds. 

e. 

t; 
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or a community that is incorporated as an independent 
school district, can issue bonds for school purposes. The 
bonds of both of these communities could and would prop- 
erly be referred to as municipal bonds. When such seem- 
ing contradiction or over-lapping is existent concerning the 
issuance of funded securities, it is desirable to ascertain 
the inherent differences, if any, between real and quasi- 
municipalities, and to note the effect of these differences 
on bonds issued for school purposes. 


What Is a Corporation? Since a municipality is a cor- 
porate body, the first requisite for a thorough understand- 
ing of the differences between real or proper municipalities 
and quasi-municipalities is a sound definition of a corpora- 
tion. Mr. Fraser Brown describes a corporation as: “A 
legal person, perfectly distinct from the members which 
compose it, having a special name and having such powers, 
and such only, as the law prescribes. A corporation can 
sue and be sued, have a common seal and have a continuous 
legal existence. A municipal corporation consists of the 
inhabitants of a given area constituted by the sovereign, 
a body politic, and corporate, for the purpose of local gov- 
ernment.” 

Although it seems from this definition that munici- 
pal corporations enjoy very great freedom, they are directly 
subject to the legislature of the state in which they are lo- 
cated and are entitled and privileged to the right of local 
government, only when it in no way interferes with or oper- 
ates against the state. 

Varying Types of Municipalities. The fundamental 
difference between quasi-municipalities and real municipal- 
ities is that the real municipalities are given authority to 
engage in a wider range of activities than the quasi-munici- 
palities. For example, real municipalities are created for 
the purpose of carrying on and managing the many 
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ramifications of large corporate communities, while quasi- 
municipalities are usually created for some one particular 
purpose. Quasi-municipalities have varying degrees of 
borrowing authority and may be classified in this respect 
as follows: 

(a) Those which may borrow and tax. 

(b) Those which may borrow but may not tax. 

(c) Those which may be taxed. 

Since it is at once evident that independent school dis- 
tricts, whether urban or rural, come under the first classi- 
fication, it alone will be considered here. Save in very un- 
usual cases, it is essential that the power to borrow be ac- 
companied by the power to tax. If such were not the case, 
the corporate body would be unable to derive funds with 
which to meet its debt charges. Taxation is a power of 
the state and, therefore, no governmental unit can delegate 
the power of taxation to a sub-administrative division. 1 

Right to Incur Debt Delegated. As is the case with 
the real municipalities, the right to incur debt is definitely 
delegated to the quasi-municipalities, and quite frequently 
such bodies are created for this express purpose, e. g., 
drainage districts, levee districts, and school districts. 


Differentiating Between Municipal Bonds. In financial 
ties of real and quasi-municipalities per se. However, the 
transactions, no differentiation is made between the securi- 
name of the issuing body has a rather marked effect on the 
value of municipal bonds, and this point will be treated in 
some detail in Chapters V and VI. Bonds issued by coun- 
ties, real or quasi-municipalities, are all referred to as mu- 
nicipal bonds, as the outline on page 25 indicates. From this 
and the preceding discussion, then, it is evident that a school 
bond may be defined as any interest bearing contract issued 
by any incorporated community for school purposes. It is ob- 
vious from this definition that schoolbondsareissued for one 

1Fraser Brown, Municipal Bonds, p. 64. Prentice Hall, Ine. 1922. 
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purpose only; namely to provide money for school purposes. 
Consequently, Chamberlain’s third basis for classifying 
bonds, namely the purpose or function of the issue, will re- 
ceive no further treatment in this discussion. 

It is difficult to classify bonds according to the security 
of the principal. As Mr. Chamberlain states, in classifying 
bonds “according to the security for the bonds,” there is 
more chance of disagreement than in classifying bonds ac- 
cording to the issuing corporation. When security of prin- 
cipal issued is used as a basis of classification,the following 
outline shows that school bonds fall under the heading of 
simple obligations: 

A. Simple obligations. 


1. Civil loans. 
2. Corporate debentures. 


B. Reinforced obligations. 
1. Guaranty security. 
2. Lien security. 

It is essential, in thinking according to this classifica- 
tion, to remember that civil loans are supported and ac- 
quitted by taxation ; while corporation loans are maintained 
and discharged by earnings from operation. Civil loans are 
further characterized as debentures while corporation loans 
are maintained and discharged by earnings from operation; 
the security is generally a mortgage upon property or col- 
lateral. 

Attention is called to the fact that, in this classification 
as well as in the first, municipal loans are not classified as 
corporation loans although, strictly speaking, they should 
be. This is accounted for by the fact that in our country 
the word corporation, when used alone, refers to a private 
company rather than to a municipality. This is in variance 
with the practice in England where the word corporation 
is used to refer to the municipality, while the term private 
corporation is used to designate a company. 
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School Bonds Considered Secure. Because of the ex- 
tent to which good faith operates in motivating a com- 
munity to meet its obligations, school bonds are usually 
very safe investments. The general attitude of the secur- 
ity of school bonds is shown by a statement of Mr. Cham- 
berlain as follows: ‘School bonds are usually emitted for 
the purchase, construction, and equipment of school prop- 
erty. Their standing in the investment world is somewhat 
better, perhaps, than any other class of municipals, except 
water bonds, for, although the object for which they are put 
forth is not revenue-producing, yet they represent, in the 
eyes of a community, the noblest purpose for which it can 
pledge its good faith.” 

The element of security of principal will be discussed 
again in Chapter VII. 

Bonds classified according to conditions attending pay- 
ment of interest or principal. 

A. According to payment of interest. 
1. Registered. 
2. Registered coupon. 
8. Coupon. 


4. Interchangeable bonds. 
B. According to maturity of principal. 


1. Straight. 
2. Sinking fund. 
3. Serial. 


It will be noted that on the basis of payment of prin- 
cipal there are four kinds of school bonds—registered, reg- 
istered coupon, coupon, and interchangeable. The differ- 
ences between these bonds lie on the evidences of owner- 
ship, and may be discussed as follows: 

“As to methods of collecting interest, and of transfér- 


ring bonds, there are four classes: Registered, Registered 
Coupon, Coupon, and Interchangeable Bonds. 


Wuat Is a ScuHoot Bonp 31 


“The ownership of Registered Bonds is evidenced by 
registration in the transfer office of the issuing company or 
municipality. Transfer of title is accomplished only by in- 
dorsement on the back of the instrument by the payee, i. e., 
the person in whose name it is registered. The bonds must 
then be sent to the transfer office for re-registration. 


“For convenience in making sale, or for other reasons, 
it may be desirable to make a “transfer in blank”: i.e., the 
line destined for the name of the transferee or assignee may 
be left blank. The bonds then become payable to bearer. 
But, as in the case of stocks, the owner of the certificate, in 
the eyes of the company, is the person in whose name it is 
registered; and to this person the interest check will be 
mailed. Therefore, it is desirable that transfers should be 
registered promptly. 


“Registered coupon bonds are bonds registered as to 
principal, but with interest coupons attached, which pass by 
delivery and are payable to bearer. 

“Coupon bonds are negotiable instruments that ordinar- 
ily do not have on them the name of the owner. Therefore, 
they pass from hand to hand like bank notes. Interest is 
paid on surrender of the coupons, clipped from the bonds— 
‘little promissory notes’, as they mature, one each interest 
day. 

“For many years it has been a common privilege to 
make coupon bonds convertible into registered bonds at the 
will of the owner. But only recently have registered bonds 
been frequently endowed with the privilege of conversion 
into coupon. When the bonds of an issue may be converted 
either way, at will, they are called interchangeable bonds. 
When an issue appears in both coupon and registered forms, 
and is actively dealt in, the results of interchangeability 
are attained by the sale of the one form and the purchase 
of the other. United States bonds, therefore, have the es- 
sential advantage of interchangeability; but since coupon 
bonds are in better demand than registered and sell at bet- 
ter prices, it is easier to convert coupon bonds into regis- 
tered, without loss, than to reverse the exchange. 


“The distinct advantage of a registered bond is that 
payment of interest and principal can be stopped in the 


32 ScHoot Bonps 


event of loss or theft. There is an increase in safety to the 
obligor, also. New York City lost about $200,000 some thirty 
years ago, by making several payments for the same cou- 


pons. 

“The disadvantage of a registered bond to an investor 
is the inconvenience and expense attending its transfer. The 
expense, besides a possible registration fee, is the cost of 
shipment including insurance and the loss of interest. Regis- 
tered bonds, moreover, are more difficult to hypothecate.”” 

According to the maturing of the principal, there are 


three kinds of school bonds, namely (1) straight, (2) sink- 
ing fund, and (8) serial. Because the maturing of princi- 
pal so vitally affects the provision for payment, this phase 
of issuing school bonds is discussed in Chapter IV under the 
subject “The Retirement of School Bonds.” 

Summary. 1. A bond may be defined as an instru- 
ment issued by a corporate body in order to borrow money, 
in which the issuer promises to pay within a stated time a 
certain stipulated sum with interest at some fixed rate, 
interest to be paid annually, semi-annually or quarterly as 
the case may be. 

2. Bonds may be classified 

a. According to the character of the issuing cor- 


poration. 

b. According to the character of the security for 
the bonds. 

ce. According to the purpose or function of the 
issue. 


d. According to the conditions attending payment 
of principal and interest. 

3. A municipal corporation consists of the inhabitants 
of a given area constituted by the sovereign, a body politic, 
and corporate, for the purpose of local government. 

4. A municipal bond is a bond issued by a municipal 
corporation. 


2Chamberlain, Lawrence, The Principles of Bond Investment. 
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5. A school bond is any interest bearing contract is- 
sued by any incorporated community for school purposes. 
6. Civil loans are supported and acquitted by taxation. 


7. Corporation loans are maintained and discharged 
by earning from operation. 


8. School bonds may be issued by either real or 
quasi-municipalities. 


CuaprTer IIT 


TRENDS IN SCHOOL BONDED DEBT ASSUMED 
ANNUALLY 


_ School Debt in the United States. The best way of de- 
termining the extent to which school bonds are issued, to 
finance public education in the United States, is to ascertain 
the amount of school bonded indebtedness that is assumed 
from year to year. Table II shows the school bonded debt 
in millions of dollars that has been assumed annually in dif- 
ferent geographical sections, as well as in the United States 
as a whole, during the twenty-year period 1902-1921. This 
table shows that, in the United States as a whole, an in- 
creasing amount of bonded debt is being assumed for school 
purposes. The average annual amount for the period 1917- 
1921 is nearly one and three-fourths times the average an- 
nual school bonded debt incurred during the period 1912-16. 


Purchasing Power of Money Important. It should be 
kept in mind, however, that 1917-21 was a period of extreme 
inflation of prices, and consequently a period in which the 
purchasing power of the dollar was comparatively low. 
Therefore, while the average gross amount of school bonded 
debt floated annually during the period 1917-21 was decid- 
edly higher than that for any other five-year period since 
1901, the purchasing power of the new funded debt assumed 
annually was not proportionately increased. The question 
of the purchasing power of bonded debt at different 
periods will be treated more thoroughly in discussing Table 
V and Diagram 4. 
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TABLE II 


TRENDS IN BonDED DEBTS 
STATES 1902-1921" 


For states included in each section see 


Appendix B. 


BonDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL 
PURPOSES IN DIFFERENT GEOGRAPHICAL SECTIONS*OF THE UNITED 
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Financial Chronicle. 


*A—Fastern 


B—Southern 


C—Great Lakes 
D—Great Plains 
E—Western 
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From Diagram 1 it is easily seen that the Great Lakes 
section of the United States has been increasing the gross 
amount of school bonded debt much more rapidly than any 


DIAGRAM _} 


MILLIONS BONDED INDEBTEDNESS ASSUMED ANNUALLY 
OF FOR SCHOOL PURPOSES IN DIFFERENT GEOCRAPHICAL 
DOLLARS SECTIONS OF THE UNITED STATES 1902 -192]1* 
40 


rele) 


— — — A-EASTERN SECTION OF THE UNITED STATES 


tad ®B~- SOUTHERN SECTION OF THE UNITED STATES 

—-—-— G- GREAT LAKES SECTION OF THE UNITED STATES 

———_ D - GREAT PLAINS SECTION OF THE UNITED STATES 

-——_——-—— E-WESTERN SECTION OF THE UNITED STATES 

* FOR MEANING OF SECTIONS SEE APPENDIX B 

other section of the country. The South shows the next 
largest relative increase in the gross amount of school 
bonded debt assumed each year. 

Logarithmic Scale Used. Attention is called to the 
fact that the trends shown in Diagram 1 are in terms of 
percentile changes as well as gross amounts. It was pos- 
sible to show both these facts because they were drawn on 
a logarithmic scale. The advantage of presenting the rela- 


tive as well as the gross change is evident. Parallelism 
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of two lines, regardless of how far apart they may be, in- 
dicates no change in terms of per cents. This technique of 
graphing is used throughout this study wherever trends 
in gross amounts are shown. 


DIAGRAM 2 


BONDED INDEBTEDNESS ASSUMED ANNUALLY 
FOR SCHOOL PURPOSES PER INHABITANT IN DIFFERENT 
SECTIONS*OF UNITED STATES 1902-1921 


———— A- EASTERN SECTION OF UNITED STATES 
ereccnamsecen P- SOUTHERN SECTION OF UNITED STATES 
—-——=-— G- GREAT LAKES SECTION OF UNITED STATES 

D- GREAT PLAINS SECTION OF UNITED STATES 
Cheeta ars E.- WESTERN SECTION OF UNITED STATES 


*For meaning of sections see Appendix B. 


School Debt Assumed in Different Geographical Sec- 
tion. Table III and Diagram 2 show the average school 
bonded debt assumed annually on a per capita basis in the 
different sections of the United States during each of the 
four five-year periods 1902-21. It is quite obvious that the 
western section of the United States has gone into debt 
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TABLE III 


BonDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL 
PURPOSES PER INHABITANT IN DIFFERENT GEOGRAPH- 
ICAL SECTIONS OF UNITED STATES 1902-1921? 


A B C D EY 0.8: 


MOQ Zhe aera tard wane enii Leal 45. 3.08 20218 09 43 21 
OWE tra Metravas.e siacurcterar aioe ie ol 037 eis 17 41 18 
TRS TOY Cee areee Paneer cone ae ae mee ea Biat04e lo 107 77 37 
LO0D eat teeh cn ua cout. cade 6S, 72087) 26 16 if 34 
OO Geer ater acer anthtas is kate og 79 08  .23 16 70 36 
Yearly Average 
1902-1906 (62), 0540 2208 92 Lb oe aod ees 
OO etches test eRON aoe are ore oye dae 66 “alk 217 424750 eas 
DOS seater nate torrie ee ava oceans TOO" SOS) S46 ete 
OOO ertern easiabaeie at putdanrevale 63. «22 2S 9 be ie O eat 
MEO FL OR vayctoacviave revisGas- cite ssecteene laren 58-222 44 388 1.17  .46 
TCD Bes ean tien 5 ke a ae Bie eee 39 260) 56 aueot 
Yearly Average 
1907-1911 Mio) elie hee .45 9020S eee a 
HN Eats SN ice eo ee Ree teh Hee 53 Ae = GY! 44 97 48 
LO Sera reenact tee 96 AR S20. BL 10% 58 
OY Nes eee heen ae uae = ee 91 PAN AY 58 1.18 64 
TY Waser tcc Becie kcceve oe eRO eetione TiC 1.01 38 1.06 19 $227 82 
OU Geet pee uta thee ental 78 34 836.94 85 87 70 
Yearly Average 
1912-1916 18492-2387" 16. 265 1207 64 
EL OTe re teaete cacc cua cel feces 49 21. 9288.) .92, eo 59 
TOUS Maret tc siete toe cee Sie .45 20 262549 ok eA 
TS orca oye cate eee ov one 58 49 1.382 1.45 2.53 .99 
SPADA Wad sar acta cae Oa Aye fckians 39 1.96 1.30 3.26 4.24 
O21 Aer. eee es ct AR Pon 1.78 94 3.03 1.638 4.83 2.02 
Yearly Average 
1917-1921 B4. 260 1.85- 1.46 «2.37 1.05 
Yearly Average 
UV a eoresnritcy (leery arabes any Gb te api 
T9OZ-1906. 2. ee cece ce .62  .05 20° 15% 268 29 
AOOTeLOR Te ee ear Shines 313% 537 32 45 1.08 47 
ESHA ASW es A ae ee as me Sere (845, 28 > peti 22 605) Oe 
MOT Te LO Arras clic cae toes 84 (60 1.55 1.16 2.87 -1.05 


: 2Data from State and City Section of the Annual Supplements of the Commercial and 
Financial Chronicle. For meaning of sections see Appendix B. 
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more heavily for school purposes on a per capita basis than 
any other section. As one passes through some of the 
western states and views the magnificent school buildings 
that have been erected there, the result of this heavy bond- 
ing is very forcibly evidenced. 


DIAGRAM 5. 
BONDED INDEBTEDNESS ASSUMED ANNUALLY 
FOR SCHOOL, STATE, COUNTY AND MUNICIPAL 
PURPOSES IN UNITED STATES 1902-(921 


PERCENT 


seqcccesnnnes TOTAL MILLIONS OF DOLLARS 


SCHOOL MILLIONS OF DOLLARS 
ago ahs Sapte PER CENT SCHOOL 15 OF TOTAL 


The South is assuming a smaller per capita school debt 
each year than any other section, and will be forced to re- 
double its efforts if it wishes to keep pace with other sec- 
tions of the country in this method of financing public 
education. 

School Debt and Other Debt. Much has been said and 
written in recent years concerning the increasing amounts 
of money that are being spent for public education. Many 
communities have had no little difficulty in putting across 
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TABLE IV 


Bonprep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL, 
State, CouNTY, AND MUNICIPAL PURPOSES IN 
UnirTep States, 1902-19215 


School Total Per Cent 
Millions Millions School 

6) fo) is of 
Dollars Dollars Total 


U2 tee eter eetnie Memmetitas, tt be Paes eee hye oem 16.8 148.0 11.4 
TUQ GMa ee er cots ein otis euk tte ye ccaee 14.8 152.0 Ney 
OOS aa rey ter OMG irs aieen tin oe ane hap saya ated 380.0 251.0 12.0 
LOO dee edt Gack arr sso ol track hs eum a heats 28.0 183.0 15.3 
IO) Girenere a ateceters oehica ta Ricsesal onsite Peis oth epshane sats 31.0 202.0 15.3 
SOL RGR SEES Noa reie eaprie Be comm hy ane 33.0 228.0 14.5 
NGO Sie-geudsemecle de tye et sei Sa oem Sens € nae 46.0 314.0 14.6 
OO eee TERS Ge ie: teouiee oe ane area me Oe 41.0 339.0 1201 
RSI he <5 Ante sete Sete ea OL Hs cae ty let OR eg 42.0 320.0 13.1 
TT ih cone eae A ees SE AR i Ae ee 47.0 397.0 11.8 
OLS a teeet Pitre lett acs rietus foe ae 45.0 387.0 11.6 
REISS See bao 3 PRR EPs CREE 7 EB Ben ee 55.0 403 .0 13.6 
ST A ertet ca terete aa corre adie ccs cts a, eoele each see 62.0 474.0 13.1 
LOM Daerah co hich cheno ce aero oe 81.0 499.0 Lone 
LO GEO Aen eri ae Oo ata o sorcks talk ecravqucia olay caete- acta ie 70.0 457.0 15.3 
OU) oats chat a5 epee Gecacneatwan Meare? oe tere 4 ae oy! 60.0 451.0 13-3 
BS cs sh yen RY en Sor eee ER ip non ik 41.0 297.0 13.8 
AT oa aie ESS pt a rate han le Bi a Pao Pye 103.0 692.0 14.9 
TODO ee reer acces sae Ee, uk ties Aacantoe areca 130.0 683.0 19.0 
IA Bio Ractte ea Tap Rae eee ae Segre OR 215.0 1,209.0 17.8 
TQQZE1O2 Tae Ria Sick rapes ee lea She eee 219156 28,086.00 1467 
Vea Ay. lO02 Loe oo ccc its silent 59.6 404.3 13.9 
OO 2 LOO Geiaramernn tre cet Me occads Cote Roe le ene 120.6 936.0 12.9 
Yearly Ave 902-1006. nn forte ana shine 24.1 187.2 ToT 
TOOT 10 TAas ae coat rete mith, gate ie eon ye 209.0 1,598.0 13.1 
PyeanlyeAve LOU 7-10 LiLo wee, eee manne te 41.8 319.6 13.2 
OD 1D Ges eteaact cece car, A speisrone fais amare ate 313.0 2,220.0 14.1 
WeariyrAVaL Ola LO TOn ose: 0 wirtter tote 62.6 444.0 14.0 
HL OTe 2 pecan, Reet hee sae ee are ae 549.0 8,332.0 16.5 
Yearly AvelOli-1921. . eta ee eee 109.6 666.4 15.8 


’Data from State and City Section of the Annual Supplements of i 
pede nrctctad pple: of the Commercial and 
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a bond issue for school purposes. Table IV and Diagram 3 
show some very enlightening facts pertaining to the relation 
of new school bonded debt assumed annually to the total 
new school, county, state and city, bonded debt assumed 
each year. Attention is called to the fact that the average 
ratio between new school bonded debt assumed yearly, and 
the total state, county, city and school debt assumed annu- 
ally, is only approximately two per cent more for the period 
1917-21 than it was for the period 1902-1906. If govern- 
mental projects are being financed by bonding to the same 
degree that they were fifteen or twenty years ago, it is 
obvious that schools are not absorbing too large a portion 
of the total bonded indebtedness assumed by communities. 
Therefore, it behooves any community that is contemplating 
the issuance of school bonds to gather similar data con- 
cerning its own situation. Examples of such presentation 
can be found in Chapter V. 


Power of School Debt to Purchase Buildings. In 
studying the cost of public education, emphasis should be 
placed not upon gross figures, but uponthepurchasing power 
represented by such gross figures. In other words, one 
should ask “What is the relative purchasing power of money 
from year to year and from period to period?” Such ques- 
tions as this are of major importance in studying school 
bonded indebtedness. According to estimates of the Com- 
mercial and Financial Chronicle, over 95 per cent of all 
bonded indebtedness assumed in the United States is spent 
for purposes of capital outlay. If such be the case, this 
means that most of the school bonded debt goes for new 
school buildings. Consequently, the best means of deter- 
mining how many new school buildings the school bonded 
debt will buy, is to ascertain the building costs from year 
to year, and weight the school debt assumed each year in 
terms of its power to purchase buildings. 
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TABLE V 


BonDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL 
PuRPOSES WEIGHTED BY AN INDEX FOR BUILDING 
Costs (Usina 1913 as a Base) 1902-1921* 


School Weighted 
Millions Building School 
of Costs Debt 
Dollars ‘ Millions 
of Dollars 

OUT A GR ene vie kee as alhhe be Slade ate Waa 16.8 79 21.3 
OOo saa cee Be tra aoe WA och brats omins hee 14.8 82 18.0 
OO Ae aN A arco, Sern Ae nati etee e soe + ihe 30.0 82 36.6 
ROOD Pacts red Marke ce, sees neice isa awe 28.0 87 32.2 
LS TITNS Seah ene brie yg cOReN RN ee NE rei EES a 31.0 92 33.7 
IRS OW lites ek oP lar er aoe ie a Med ere 33.0 97 84.0 
LOS Meee ret, Sate te Rete Ata boe a tie 46.0 91 50.5 
OGM a enc Re eikonal Se c.g Meee 41.0 92 44.6 
HR NCE Ae athe Aiea nt Se ay ORs Renn ag 42.0 99 42.4 
TCs ble 9 aug Mee 2A a A oe Ne ee 47.0 98 47.9 
Ln 2 Aesth at RGR Cae NCE ae a a ee 45.0 98 45.9 
Sie ee te eRe a set ci ne Me, ees oe Se 55.0 100 55.0 
TAR tS aie cuenode sak Sateen ieee eee as ea Doe 62.0 98 63.3 
LS Tian etek ae a tee, Bhat. ek Poe SA 81.0 98 82.7 
GIG Petes ph een ce eee At ee ae 70.0 108 64.8 
ORR A Re Mech ere. “Ata we (posters e.g tore 60.0 128 46.9 
EOL OMe ere ae Sree cana Sees ae wre et ee foe. pee 41.0 143 28.7 
TONIC iagh, Sobre Oca) Ca Cor ERE nate gee REN BEATE re 103.0 171 60.2 
UDO Rees ey arene oe ec ke eet 130.0 247 52.6 
LOZ TN ee ene Oona see eee eee 215.0 189 113.8 
ROP OVA asics. ie iets Panag mia en aaa len emia 1,191.6. 975.1 
Yearly Average 1902-21.................. 9.6 48.8 
LOOZ=LO0G see. ber Caen al eure re eee 120.6 141.8 
Yearly Average 1902-06.................. 24.1 84.4 28.4 
DOTS LDS Meise. coated <tc ck sien eae 209.0 219.4 
Yearly Average 1907-11.................. 41.8 95.4 43.9 
OMe Oil Gh crane ark Cama watt onc ens a eee ee 313.0 SH of 
Yearly Average. 1912-16. 0.00. swecuee ee 62.6 100-4 62.3 
NO a (echo Memeetonte aie tes, a ciacomrceety citer racer aie 549.0 | 302.2 
Yearly Average 1917-21.................. 109.6 175.6 60.4 


‘Data from State and City Section of the Annual Supplements of the Commercial and 


Financial Chronicle. 


‘Taken from ‘‘The Prospects for bits Construction in American Cities’’, by Leonard 


P. Ayres. The Cleveland Trust Co., 1 
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Table V shows the school bonded debt assumed annually 
from 1902-1921, and also shows these figures weighted: in 
terms of building costs as determined by Leonard P. Ayres. 
Diagram 4 presents, graphically, the average amount of 


DIAGRAM 4 
Besa BONDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL BUILDING 
PURPOSES WEIGHTED BY AN INDEX FOR BUILDING COSTS GOST 
Renae (USING 1913 ASA BASE) 1902-1921 INDEX 


200 200 


| oe Ale 


ie eee ee - BUILDING GOSTS 
SCHOOL DEBT, MILLIONS OF DOLLARS 

————— — = WEIGHTED SCHOOL DEBT. MILLIONS CF DOLLARS 
school debt assumed each year for each of the five-year 
periods between 1902-21, and then shows these facts 
weighted as noted before. 

It is evident from this presentation that, while the 
average gross amount of school bonded debt assumed an- 
nually during the period 1917-21 is larger than that during 
the period 1912-16, the purchasing power of the money for 
buildings thus raised during 1917-21 is a little less than 
that of the period 1912-16. In other words, in terms of new 
school buildings, the school bonded debt has been practi- 
cally stationary during the ten-year period 1912-21. 
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Summary. 1. The gross school bonded debt assumed 
in the United States has increased from $120,600,000 during 
the period 1902-1906, to $549,000,000 during the period 
1917-1921. 

2. The average per capita gross school bonded debt | 
assumed annually in the United States has increased from 
twenty-nine cents during the period 1902-1906, to $1.05 
during the period 1917-1921. 

3. The annual average of the per cent the school debt 
is of the total state, county, and municipal bonded debt 
assumed annually, had changed from 12.7 per cent for the 
period 1902-1906, to only 15.8 per cent for the period 1917- 
1921. 

4, In terms of its power to purchase school buildings, 
the school bonded debt assumed during the period 1917-21 
was less than the school bonded debt assumed during the 
period 1912-1916. In other words, the new school bonded 
debt did not increase as much as did school building costs. 


CHaprer IV 


JUSTIFYING A SCHOOL BOND ISSUE 


School Bond Issues Must Be Justified. When both 
opinion and legislation are seemingly in such accord con- 
cerning the issuance of long term obligations, it appears 
that comparatively little difficulty should be experienced in 
the issuance of bonds for school purposes. However, since 
the right of taxation does, and in a democracy must, re- 
main the possession of the constituency, this is not always 
the case. Popular opinion does not always run in strict ac- 
cordance with what is most desirable and a superintendent 
is often compelled to prove the urgency of a bond issue pro- 
posed for school purposes. 


Since it is an accepted policy that bonds should be is- 
sued only when a program of capital outlay is involved, it 
at once becomes evident that the proposal of a bond issue 
for school purposes implies the need of new sites, new build- 
ings or additions, or new equipment. First it is necessary 
to make a detailed study in order to determine wherein the 
present plant is deficient. Conditions should be such that 
the desired study can be made by the local school authori- 
ties. Sometimes, however, great dissension has arisen over 
such elements as the location of the proposed new building, 
the size of the site, etc. In such cases a group of disinter- 
ested, non-resident educational experts should be called upon 
to make the study. 

Facts Rather Than Opinion Essential. Engelhardt, in 
“A School Building Program for Cities,” has presented an 
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excellent plan for the scientific development of a school 
building program. Because of the thoroughness of his 
study, an exhaustive treatment of it will not be attempted 
here, although it is commended to persons engaged in the 
formulation of a building program. Regardless of who 
evaluates the efficiency of a school plant, there are three 
major items which should be given primary consideration, 
namely : 
I. Condition of present plant. 
II. Adequacy of present plant. 
III. Accessibility of present plant. 
The following outline is suggested to those who are 
planning to make a survey of the school plant in any city. 
I. Condition of present plant. 
a. Playgrounds. 
b. Buildings. 
II. Adequacy of present plant. 
a. Playgrounds measured by such elements as 
1. Number of square feet per pupil. 
2. Provisions for different sports. 
a. Football 
b. Baseball. 
c. Basket-ball (Outdoor courts.) etc. 
b. Buildings as measured by 

1. School building score card. 

2. The per cent of children enrolled who at- 
tend school in annexes or temporary 
buildings. 

3. The per cent of classes in the elementary 
school having fewer than forty pupils 
enrolled. 

4, The per cent of high school attending 
school for a half-day session only because 
of inadequate housing facilities. 
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5. Failure of the school to offer such courses 
as manual training, home economics, com- 
mercial work, etc., because of inadequate 
housing arrangements. 

6. Failure of the school to participate in base- 
ball, basketball, swimming, and gymnas- 
tics because of the lack of a gymnasium 
or swimming pool. 

III. Accessibility. 

a. Playgrounds and athletic fields, as measured 
by facts taken only for the community which 

-is in need of money. 

1. Proximity to school buildings. 

2. Proximity to residences of pupils. 

b. Buildings. 

1. Per cent of pupils living within one-fourth 
mile, one-half mile, three-fourths mile, one 
mile, more than one mile from the schools 
which they attend. 

2. Transportation facilities. 

Although it is essential to prove the need of a proposed 
bond issue for school purposes, it is even more essential to 
prove that the community is able to finance the proposed 
issue without serious inconvenience or hazard to its credit. 
As is the case in the evaluation of the plant, when circum- 
stances demand it, the financial study should be made by a 
group of non-resident, disinterested educational experts. 
Here again, regardless of who makes such studies, the same 
technique should be employed. 

Measuring a Community’s Financial Ability. Some of 
the best measures of a community’s ability to finance school 
building programs are per capita wealth (on true value 
basis), school tax rate, total tax rate for municipal purposes, 
cost of education in relation to total municipal expenditures, 


48 ScHoot Bonps 


total and per capita expenditure for capital outlay for 
schools, bonded debt, the relation of bonded debt to assessed 
value, constitutional or statutory debt limits, and the rela- 
tion of outstanding debt to existing debt limits. These 
measures, taken over a sufficient period of time, will show 
clearly the general financial practice of a community and 
its ability to finance the needed improvements in the school 
plant. However, these facts, taken only for the community 
which is in need of money, are relatively of little value. 
Any valid conclusions concerning the ability of a community 
to finance school building programs must be based on com- 
parisons with other communities having similar problems 
and of comparable population and wealth. 


Many studies have been made of larger communities 
on the bases suggested above, but few attempts have been 
made to make accurate analyses of the financial ability of 
smaller communities. One reason for this has been the 
difficulty encountered in obtaining reliable data concerning 
the smaller communities, and another has been that of 
neglect. 


“Financial Statistics of Cities,” the government publi- 
cation which furnishes financial data of cities, does not 
furnish facts concerning communities having a population 
of less than 30,000. However, the state and city section of 
the Commercial and Financial Chronicle Supplement gives 
financial data for practically all the communities in the 
United States having a population of three thousand and 
over. Since this publication is considered thoroughly reli- 
able, and is used extensively by business men, it offers a 
wealth of material heretofore practically untouched by edu- 
cators. State departments of education and state tax com- 
missions can also usually furnish much valuable data con- 
cerning conditions within the state in which they are lo- 
cated. The negligence concerning the accurate study of a 
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community’s ability to finance its school building program 
has been due partly to the fact that superintendents, as 
a whole, have not been familiar with the sources of informa- 
tion and the technique involved in the scientific study of a 
community’s financial ability. The need for determining 
the financial policies of small, as well as large communities, 
on the basis of fact rather than opinion is now clearly 
recognized. 


It has been proposed, for example, that a survey be 
made of the school building needs of Madison, Wisconsin. 
If it is decided that new buildings must be erected, it will 
be necessary to float a bond issue. The following study is 
presented concerning the ability of Madison to finance such 
a bond issue for school purposes. The particular facts 
- given here are of importance only to those communities 
which are confronted with similar problems. The method 
of procedure is applicable to any locality, and it is hoped 
that this technique may be of some assistance to superin- 
tendents of small school systems in financing their school 
building programs. 

Selection of Comparable Data. In making comparisons 
between communities, it is best to use from fifteen to fifty 
cities which are approximately equally distributed as to 
geographical location and which are similar in population 
and wealth. Because of Madison’s very high per capita 
wealth, it is difficult to select cities comparable with Madison 
in ability to finance bond issues. In 1921, only eight cities 
had a higher per capita true wealth than Madison. Of the 
184 cities in the United States having a population between 
thirty and one hundred thousand at the close of 1921, only 
five had a higher per capita wealth on the basisof true valua- 
tion than Madison. Consequently, in this study these five 
cities, together with the five cities next to Madison in per 
capita wealth, have been used. 


A7TA2? 
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TABLE VI 


PoPpuLATION, AND WEALTH PER INHABITANT IN MADISON AND TEN 
OrHeR Crrres—DECEMBER 19211 


Per Capita Rankin 
City Population Rankin Wealth (True Per Capita 
Population Valuation) Wealth 


Brookline, Mass...... 38,261 8 $2708 .67 al 
Charlotte, .N.C....... 47,502 5 1971.19 9 
East Chicago, Ind..... 36,841 9 2400 .07 4 
Highland Park, Mich. . 51,189 1 2456 .22 3 
Madison, Wis....... 39,859 6 2104.60 6 
Newport, R.I........ 30,451 11 2646.10 2 
New Rochelle, N. Y.... 36,592 10 2032 .61 a 
Newton, Mass........ 43,376 4 1861.71 11 
Pasadena, Calif....... 49,313 3 2007 .14 8 
Superior, Wis.. 39,671 7 1957 .35 10 
Winston-Salem, N.C.. 49,923 2 22 acak 5 
AV CPAGCS «sie siosatle 42,089 $2219.81 
TABLE VII 


Per Capita PAYMENT FOR ALL GOVERNMENTAL Costs? IN 
MADISON AND TEN OTHER CITIES? 


1919 1921 
Per Per 
City Capita Rank Capita Rank 

Cost Cost 
Brookline, Mass...... $49.35 2 $64 .09 5 
Charlotte, (N.iCs 2) 19.03 11 25.12 ij 
East Chicago, Ind..... 24.26 10 88.76 10 
Highland Park, Mich. . 50.55 1 64.15 4 
Madison, Wis....... 39.62 5 58.16 6 
Newport, R.I........ 29 .29 7 46 .26 7 
New Rochelle, N. Y.... 37.00 6 69 .41 3 
Newton, Mass........ 41.89 3 72.91 2 
Pasadena, Calif....... 41.18 4 73.57 uf 
Superior, Wis......... 27 .33 8 46.03 8 
Winston-Salem, N.C.. 25.27 9 39 .46 9 

(Average fe he sco Sk $34 .98 $54 .36 


1Data from “Financial Statistics of Cities’. Bureau of the Census. 

Including Maintenance and Operation Costs, Interest Charges and Capital Outlays 
Including Schools. i 

‘Data from “Financial Statistics of Cities’. Bureau of the Census. 
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The eleven cities which have been used for comparative 
purposes in this study, with their population and the per 
capita wealth based on true valuation, are shown in Table 
VI. The populations of these cities range from 30,451 to 
51,189, and the per capita wealth ranges from $1861.71 to 
$2708.67. The average population is 42,089 and the average 
per capita wealth $2219.81. Madison fallsatthemiddle of this 
group of cities in both population and per capita wealth. At- 
tention is also called to the fact that the eleven cities of this 
group are very well distributed as to geographical location, 
four of them being locatedinthe East, fourinthe central part 
of the United States, two in the South, and one in the West. 
Consequently, it is clear that in regard to wealth, popula- 
tion, and geographical location Madison may be justly com- 
pared with these ten cities. 


TABLE VIII 


Purposes FOR WHICH MaApiIson AND TEN OTHER CITIES SPENT 
THeEerR Monery* 
Percent Distribution of Total Municipal Expenditures. 
(Including Schools.) 


1919 1921 
Mainte- Mainte- 
nance Int- Capital nance Int- Capital 
City and op- erest Outlay and op- erest Outlay 
eration eration 
Brookline, Mass....... 83.8 10.4 5.7 83.28 5.9 10.9 
Gihariotte NiC.4...... 64.8 15.69 7.38° 72.7 7 13..1-2 142 
East Chicago, Ind...... 62.6 2.6 34.8 50.8 3.0 46.2 
Highland Park, Mich... 53.9 138.3 32.8 66.3 94) 2403 
Madison, Wis. ....... 56.1 8.4 35.5 57.0 6.4 36.5 
Newport, R.I......... 85.8 8.2 6.0 73.9 5.6 20.6 
New Rochelle, N. Y.... 73.1 18.1 18.8 59.7 6.9 33.5 
Newton, Mass......... Cl eiee lak 4.6 73.0 (Cie ey 
Pasadena, Calif........ 81.4 Gidnaee omer ee L Bol 2228 
Superior, Wis.......... 74.9 6 OPO SI *Gon0 8.8 30.6 
Winston-Salem, N.C... 47.5 12.5 40.0 50.7 11.8 87.5 
Average............ 69.8 10.0, 20.2 66.1 6.9 26.9 


4Data from “Financial Statistics of Cities’. Bureau of the Census. 
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Table VII shows the per capita expenditure for all 
governmental purposes costs in Madison and in ten other 
cities for both 1919 and 1921. In this respect it will be 
noted that Madison ranks fifth in the list of eleven cities 
in 1919, and sixth in 1921. In both years Madison’s total 
expenditures were slightly higher than the average for this 
group. 

What Does Money Buy? In Table VIII, the per cent 
distribution of total municipal expenditures is shown under 
the three main headings; maintenance and operation, inter- 
est charges, and capital outlay. Attention is called to 
the fact that Madison is spending a much larger per cent 
of its total expenditures for capital outlay purposes than are 
the rest of the cities used in this study. In 1919, only one, 
and in 1921, only two cities spent a larger per cent of their 
total expenditures for capital outlay purposes than did 
Madison. 

TABLE IX 


Per Capita EXPENDITURE FOR MAINTENANCE, OPERATION AND 
CapitaL OurLay Purposes (INcLuDING ScHoont EXPENDI- 
TURES) IN MADISON AND TEN OTHER CITIES® 


1919 1921 
Per Per 
City Capita Rank Capita Rank 
Expenditure Expenditure 
Brookline, Mass...... $44.21 ik $60.32 4 
Charlotte, N. C....... 16.07 1} 21.82 11 
East Chicago, Ind.. 23.62 9 37.61 9 
Highland Park, Mich. . 43 .82 ys 58.10 5 
Madison, Wis.. Ae Met 36.28 4 54.41 6 
Newport, R.I........ 26.90 a 43 .69 8 
New Rochelle, N. Y.... 32.15 6 64.64 3 
Newton, Mass........ 36.16 5 67.21 2 
Pasadena, Calif....... 38 .62 3 71.57 1 
Superior, Wis......... 25.69 8 44 30 ff 
Winston-Salem, N. C.. Pape AG 10 34.80 10 
Average........... $31.42 $50.77 


5Data from “Financial Statistics of Cities’. Bureau of the Census. 
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Because of the form in which the data were reported, 
it was impossible to apportion the interest charges between 
the city and schools. Consequently, Table IX, shows the 
per capita expenditure in eleven cities for maintenance, 
operation, and capital outlay purposes, interest charges be- 
ing excluded. The relative position of Madison among the 
eleven cities of its class is practically unchanged from that 
shown in Table VII, although Madison’s per capita expendi- 
ture, interest charges excluded, is slightly higher than the 
average for the eleven cities of the same class in the United 
States in both 1919 and 1921. 

As is shown by Table X, the per capita expenditure for 
schools in Madison is, inclusive of interest charges, consider- 
ably lower than for the other cities of this group. Only four 
cities in 1919 and three cities in 1921 ranked lower in this 
respect than did Madison, and in each year Madison’s ex- 
penditure for school purposes was decidedly lower than the 
average for this group. 

TABLE X 


Per CAPITA EXPENDITURE FOR MAINTENANCE, OPERATION AND 
CAPITAL OUTLAY FOR SCHOOLS IN MADISON AND T'EN 
OTHER CrTrEs® 


1919 1921 
Per Per 
City Capita Rank Capita Rank 
Expenditure Expenditure 
Brookline, Mass....... $19 .74 1 $13 .21 9 
Charlotte, N.C....... Se 10 7.53 10 
East Chicago, Ind. ... 6.67 9 Bs 5 
Highland Park, Mich.. 19.74 2 23 .29 3 
Madison, Wis....... 9.80 7 13.54 8 
Newport, R.I........ 6.81 8 15.97 ff 
New Rochelle, N. Y.... 12.22 4 28.55 1 
Newton, Mass........ 11.33 5 24.06 He 
Pasadena, Calif....... 12.93 3 22.59 4 
Superior, Wis......... 9.88 6 21.30 6 
Winston-Salem, N.C.. 2.99 11 5.90 11 
PANCT AGC ocs eed aicea = $10.53 $18 .02 


6Data from “Financial Statistics of Cities’. Bureau of the Census. 
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City Versus School. Further proof that the schools in 
Madison are not receiving as large a portion of municipal 
expenditures as are schools in other cities of corresponding 
size and wealth, is presented in Table XI. In 1919, Madison 
devoted only 27 per cent of its total expenditures to school 
purposes, while the average per cent spent for similar pur- 
poses in the group of eleven cities in this year was 31.6 per 
cent. In 1921, Madison was even more deficient in its atten- 
tion to its schools since it devoted only 24.9 per cent of its 
total expenditures for school purposes, while the average 
for this group of eleven cities was 35.8 per cent. Only two 
cities of the eleven show a lower per cent of total expendi- 
tures devoted to school purposes than that by Madison in 
1921. 


TABLE XI 


Per Cent ScHOooL EXPENDITURE FOR MAINTENANCE, OPERATION 
AND CAPITAL OUTLAY PURPOSES IS OF TOTAL EXPENDITURE 
FoR MAINTENANCE, OPERATION AND OUTLAY PURPOSES 
IN Maptson AND TEN OTHER CITIES’ 


1919 1921 
City Per Cent Rank Per Cent Rank 
Brookline, Mass...... 44.7 2 21.9 10 
Charlotte, N. C....... 23.1 10 34.5 aT. 
East Chicago, Ind.. 28.2 7 59.3 1 
Highland Park, Mich. . 45.0 1 40.0 4 
Madison, Sidi s cc 27.0 8 24.9 9 
Newport tt. dees. .:.- 25.0 9 36.6 5 
New Rochelle, N. Y... 38.0 4 44.2 3 
Newton, Mass........ 31.3 6 35.8 6 
Pasadena, Calif....... 33.5 5 31.6 8 
Superior, Wis......... 38.5 3 48.1 2 
Winston-Salem, N.C.. 13 55 Tak 1¥26 11 
A VOPAGO OR sce aus cis 31.6 35.8 


™Data from ‘Financial Statistics of Cities’. Bureau of the Census. 
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Table XII offers evidence, in addition to that furnished 
in Table VIII, that Madison has been expending quite a 
large sum of money for capital outlay. Theaverageper capita 
expenditure for capital outlay purposes in the eleven cities 
in 1919 was $6.84, while Madison spent $14.06. In 1921, the 
average per capita expenditure for capital outlay was $14.14, 
while Madison spent $20.77. In each of these years in per 
capita expenditure for capital outlay, Madison ranks second 
in this group of eleven cities. 


TABLE XII 


PER Capita -EXPENDITURE FOR CAPITAL OUTLAY (INCLUDING 
ScHooLs) In Mapison AnD TEN OTHER CITIES® 


1919 1921 
Rank Rank 
Per inPer Per in Per 
City Total Capita Capita Total Capita Capita 


Expendi- Expen- Expen- Expendi- Expen- Expen- 
ture diture diture ture  diture diture 


Brookline, Mass......$102,005 $2.82 9 $266,388 $6.96 10 
Charlotte, N. C...... 148,762 3.31 8 169,064 38.56 11 
East Chicago, Ind..... 281,819 8.44 4 659,681 17.91 3 
Highland Park, Mich.. 697,173 16.64 1 .799;212 © 1561 5 
Madison, Wis. Rok San 514,582 14.06 2 827,916 20.77 2 
Newport, R.I........ BAe 150 1 2895845 7-91 9 
New Rochelle, N. Y... 179,342 6.02 5 850183 23.23 1 
Newton, Mass.. ES (poder 990 1050647978 9.19297, 8 
Pasadena, Calif: .:... 226123) 5215 7 825,726 16.74 4 
Superior, Wis......... 207,267 6.238 6 558,111 14.07 44 
Winston-Salem, N.C.. 417,155 10.11 3 738,688 14.80 6 
Average. .J...506.- $ 6.84 $14.14 


Table XIII shows the per cent of total municipal capi- 
tal outlay devoted to capital outlay for schools in both 1919 
and 1921. Although in 1919 Madison stood fifth in the 
group of eleven cities, the per cent of its total expenditures 
for capital outlay which was devoted to schools was decid- 
edly less than the average for that group. In 1921, the 


8Data from “Financial Statistics of Cities’. Bureau of the Census. 
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figure for Madison is only approximately half as large as 
the average for the eleven cities, and only two cities in 1921 
devoted a smaller per cent of the total capital outlay to 
school purposes than did Madison. Because of increasing 
costs and a marked expansion in the curriculum, it is pos- 
sible that Madison was not able to make proper adjustments 
in 1919, but, in the light of the fact than an even greater 
building shortage was evident in 1921, it seems essential 
that more attention be paid to the adequate financing of its 
school building program. 


‘ TABLE XIII 


Per Cent or TotaL MuNIcIPAL CAPITAL OUTLAY DEVOTED TO 
CAPITAL OUTLAY FOR SCHOOLS IN MADISON AND TEN 


OTHER CITIES? 


1919 1921 
City Per Cent Rank Per Cent Rank 
Brookline, Mass...... A 11 | sf 
Charlotte, N. C....... 226 9 43.5 3 
East Chicago, Ind..... 6.4 7 37.3 5 
Highland Park, Mich.. 36.6 Z 31.4 7 
Madison, Wis. rare ioe 10.8 5 16.0 9 
Newport, R.I........ 6.5 6 53.5 a 
New Rochelle, N. Y.. Aad 1 57.6 1 
Newton, Mass.. 3.5 8 37.3 6 
Pasadena, Call o.: het 3 19.7 8 
Superior, Wis.. 18.9 4 42.9 4 
Winston-Salem, NC. 122 10 4.1 10 
Average........... 14.7 31.3 


Table XIV shows the tax rates of the eleven cities for 
all municipal purposes including schools. As would be ex- 
pected from data previously presented, Madison is imposing 
a tax upon itself for each $1000 estimated true property 
valuation that is as high or higher than the taxes imposed 
by other cities of its size and ability. In 1919 Madison’s 


"Data from “Financial Statistics of Cities’. Bureau of the Census. 
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tax rate was 10.95, or nearly the average for the group of 
eleven cities, while in 1921 Madison’s tax rate for all muni- 
cipal purposes was 17.62, or over $2.00 more than the aver- 
age tax rate for the group. 


TABLE XIV 


Tax RATE PER $1,000 EstrimaTEeD TRUE PROPERTY VALUATION, FOR 
MuntcipaL Purposes (INcLupING ScHOoLs) In Mapison 
AND ‘TEN OTHER CITIES?® 


1919 1921 
City Tax Per Rank Tax Per Rank 

$1,000 $1,000 
‘Brookline, Mass....... $10.43 a $13 .67 8 
Charlotte, N.C....... 4.54 11 5.50 11 
East Chicago, Ind..... 9.80 9 16.60 5 
Highland Park, Mich.. 9.65 10 19.90 3 
Madison, Wis....... 10.95 5 17.62 4 
Newport, R.I......... 10.79 6 15.25 7 
New Rochelle, N. Y... 17.44 if 25.08 1 
Newton, Mass........ 14.63 2 23 .54 2 
Pasadena, Calif....... eral 4 15.97 6 
Superior, Wis......... 11.63 3 11.30 9 
Winston-Salem, N. C.. 10.25 8 6.00 10 

Average. .oc.5.65- $11.03 $15.49 


Assessed Versus True Tax Rates. The data given in 
Table XV indicate that Madison was not putting forth as 
great an effort financially to support her schools as were 
ten other cities in 1919-20. In the next to the last column 
of the table, the school tax rate on assessed valuation of 
property in eleven cities is reported. In the last column the 
school tax rate is reported when corrected on the basis of 
the per cent which the assessed valuation is of the true 
valuation. Because the relation between the assessed valu- 
ation and true valuation in these cities varies from twenty- 
five to one hundred per cent, any comparisons of school tax 


10Data from “Financial Statistics of Cities’. Bureau of the Census. 


58 ScnHooLt Bonps 


rates should be based on true valuation. It will be noted 
that Madison’s school tax rate for this year is 3.65 or 1.67 
mills less than the average for this group. 


TABLE XV 


Property ASSESSMENT AND ScHooL TAx RATE IN MILLS FOR 
Mapison AND TEN OTHER CITIES 1919-1920%4 


Ratio of School Tax 
Assessed Assessed True Value Rate in Mills 
City Valuation of Value of Bo 
Property and True Property Assessed True 
Value Value Value 
Brookline, Mass... ..$96,027,000 100 $96,027,000 $3.50 $3.50 
Charlotte, N. C..... 31,402,000 33 95.157 575 <7 24,92 Al 


East Chicago, Ind... 18,310,000 25 73,240,000 18.60 4.65 
Highland Park, Mich.132,634,930 100 132,634,930 4.95 4.95 


Madison, Wis...... 73,683,000 87 84,693,103 4.20 3.65 
Newport, R.I.... 71,404,000 100 71,404,000 3.55 3.55 
New Rochelle, N. Y.. 72,127,000 100 42,127,000 727O arate 
Newton, Mass...... 88,376,000 100 88,376,000 6.20 6.20 
Pasadena, Calif... .. 56,983,000 50 =118,966,000 15.30 7.65 
Superior, Wis....... 32,176,000 70 45,965,714 16.93 11.85 


Winston-Salem, N. C.106,000,000 100 106,000,000 2.46 2.46 
Average. ........ $8.24 $5.32 


One of the most important elements in determining 
whether or not a bond issue shall be floated, is the amount 
of bonded indebtedness outstanding against a community 
at the time a new issue is proposed. From Table XVI it will 
be seen that Madison, up to date, has financed its municipal 
improvements with a comparatively small per capita debt. 
It has approximately $8.00 less per capita net debt than the 
average for the eleven cities shown in Table XVI and it 
ranks seventh in the list of eleven cities. This shows 
further that the outstanding bonded debt is not prohibitive. 


Data from Bulletin No. 17—United States Bureau of Education, 1922. 
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TABLE XVI 


ToTAL AND Per Capita Ner Dest at CLose or 1921 In MAprson 
AND TEN OTHER CITIES!? 


: Rank in 

City Total Net Per Capita Per Capita 

Debt Net Debt Net Debt 
SPOON VEASSS toate Lo Ye cece ek ks $ 945,108 $24.70 10 
UG i oO eee 2,752,000 57.93 4 
ano niCaCO dsc te foes: the Fe ek 702,276 19.06 11 
Wughiand: Park) “Mich... ..<...... os. 5,278,959 103.138 1 
Madison’: Wis.t. 22 Gis es ase es 1,754,964 45.03 7 
INGWDORL Wate biti oe sealers ogee sos 1,165,353 38 .32 9 
mfewrmochellesNe Veer. cca ads. bs 3,485,013 95.24 2 
INGWOl LASS retin eek Feo aienecccore ans 2,346,850 50.60 6 
Pasadena, Califiy. = 22s) ia. we cee es 2,593,056 52.58 5 
BYAMELLON OV VISE. clo e 6m, cris iars ac) s Asana 1,575,897 89.72 8 
MVIMStOn—salem, (N. Osco ce cose ae cs 2,907,890 58.25 3 

PAM EDAD C6 atest ag cecal aha avecs ee aides chess $53 .14 


Knowledge of Debt Limits Essential. Even if, in the 
light of all the data that have been presented, Madison could 
afford a new bond issue for school purposes, there is one 
element which might prohibit the issuance of new bonds. 
This is the constitutional debt limit imposed upon the com- 
munity. As is shown by Tables XVII-XXI, thirty-three of 
the states have school debt limits based on the assessed 
valuation of property. Aside from special provisions, the 
median debt limit in various sections of the United States, 
according to these provisions, is as follows: Eastern sec- 
tion five per cent, Southern section seven and one-half per 
cent, Great Lakes section five per cent, Great Plains section 
five per cent, and the Western section four per cent, the av- 
erage for the United States as a whole being five per cent. 


12Data from “Financial Statistics of Cities’. Bureau of the Census. 
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TABLE XVII 
Existina LimiraTions CONCERNING THE AMOUNT OF ScoHooL 
BonbDED INDEBTEDNESS THAT May BE ASSUMED IN EASTERN 
SECTION OF THE UNITED StTatTxEs?® 


States Regular Provisions Irregular Provisions 
Connecticut 5 per cent 
Maine 5 per cent 


Massachusetts 3 


New Jersey For purchasing sites, For establishing a school 
erecting buildings, ete., of detention, one-half of 
— 3 per cent. 1 per cent of the ratables 
of the county. 
New York 15 per cent May be exceeded by two- 


thirds vote of taxpayers. 


Pennsylvania (Except in districts of the 
first class), 7 per cent; in 
school districts having no 
indebtedness or whose in- 
debtedness is less than 2 
per cent, a temporary debt 
may be incurred in dis- 
tricts of the first and 
second classes not exceed- 
ing two-tenths of 1 per 
cent, and in school dis- 
tricts of the third and 
fourth classes, one-half of 
1 per cent, provided that 
in both cases the whole 
school district indebted- 
ness does not exceed 2 per 
cent. 


Rhode Island 8 per cent, the giving of a 
new note or bond for a pre- 
existing debt, or for money 


borrowed. 
Median 5 per cent 
Range 3 per cent—7 per cent 


eee 


18Compiled from “State Versus Local Control of Elementary Education“, (Finance) 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22. 
Hood’s State Laws Relating to Public Education. Unless otherwise indicated, all percentages 
are percentages of the assessed valuation of taxable property. 
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TABLE XVIII 


Existing LIMITATIONS CONCERNING THE AMOUNT oF SCHOOL 
BonvDED INDEBTEDNESS THAT May BE ASSUMED IN SOUTHERN 
SECTION OF THE UNITED Starrs 


States Regular Provisions Irregular Provisions 

Kentucky In cities, 2 per cent In common graded school 
districts, $150,000. 

Louisiana 10 per cent 

Mississippi 5 per cent 


South Carolina 8 per cent 


Tennessee . For all public improve- 
ments including the erec- 
tion and equipment of 
schoolhouses, 20 per cent. 


Texas The aggregate amount of 
bonds must never reach 
such an amount that a 
tax of 25%cents on the 
$100 willy not#pay cur- 
rent interest*#and pro- 
vide an adequate sink- 
ing fund. 


ircini 17 per cent; towns 18 per cent 
Virginia (The 18 per cent limit does not 
apply to those cities and towns 
whose charters existing at the 
adoption of the constitution 
authorize a larger percentage 
than is authorized by this sec- 
tion; further, certain indebted- 
ness is not to be included in this 
limit). 


irgini 5 per cent, including, in any dis- 
West Virginia trict of 300 or more children of 
school age, 2% per cent for 
school buildings, in city school 
districts, 2% per cent, except in 
eases where such corporations 
have previously authorized 
bonds to be issued. 


Median 7% per cent 
Range 2 per cent—20 per cent 


1sCompiled from ‘State Versus Local Control of Elementary Education“, (Finance) 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22. 
Hood’s State Laws Relating to Public Education. Unless otherwise indicated, all percentages 
are percentages of the assessed valuation of taxable property. 
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Attention is called to the wide variation in debt limits. 
A debt which equals seven or eight per cent is usually quite 
high enough and a debt of ten per cent or more of the 
assessed valuation of property is in the words of Fraser 
Brown “dangerously high.” 

Assessed Versus True Valuation. However, a debt limit 
of six per cent of the assessed valuation in one state may 
be an entirely different thing from a debt limit of six per 
cent of the assessed valuation in another state. This is true 
because all states do not assess property at the same ratio 
to its true transferable or sales value. For example, the 
law stipulates that property shall be assessed at full or ac- 
tual value in Indiana, while in Georgia only fifty per cent of 


TABLE XIX 


Existing LIMITATIONS CONCERNING THE AMOUNT OF SCHOOL 
BonDED INDEBTEDNESS THAT May BE ASSUMED IN THE 
Great Lakes SECTION OF THE UNITED STATES** 


States Regular Provisions Irregular Provisions 
Illinois 5 per cent or 7 per cent 

Indiana 2 per cent 

Michigan 15 per cent In districts having 100 or 


more census. children, 
$100 per capita of such 


census. 
Ohio 6 per cent 

Wisconsin 5 per cent 

Median 5 per cent 

Range 2 per cent—15 per cent 


4Compiled from ‘‘State Versus Local Control of Elementary Education“, (Finance) 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin saab. No. 22. 
Hood’s State Laws Relating to Public Education. Unless otherwise indicated, all percentages 
are percentages of the assessed valuation of taxable property. 
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TABLE XX 


EXIsTING LIMITATIONS CONCERNING THE AMOUNT oF ScHooL 
BonbDED INDEBTEDNESS THAT MAy BE ASSUMED IN GREAT 
PLAINS SECTION OF THE UNITED StatEs!® 


States 


Iowa 


Regular Provisions 


5 per cent 


Irregular Provisions 


For building and furnish- 
ing schoolhouses in in- 
dependent districts, 4 
per cent. 


Kansas 


Missouri 


5 per cent, or 3 per cent 


5 per cent 


For the refunding of 
outstanding debt, no 
bonds may be _ issued 
where the total indebted- 
ness of such school dis- 
trict or board of educa- 
tion would thereby ex- 
ceed 1-!/; per cent of the 
assessment for taxation. 


Nebraska 


30 per cent 


North Dakota 


Oklahoma 
South Dakota 


5 per cent 


5 per cent 


In independent districts of 
at least 100 inhabitants, 
5 per cent. 


Not more than $2,500 for 
any one schoolhouse, ex- 
cept in towns or villages 
of more than 100 in- 
habitants, where 4 per 
cent is the limit; when 
two or more schools are 
consolidated, $4,000 
within a limit of 4 per 
cent. 


Median 


5 per cent 


Range 


5 per cent—30 per cent 


15Compiled from ‘State Versus Local Control of Elementary Education”, (Finance) 


by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, 
Hood’s State Laws Relating to Public Education. 


No. 22. 


Unless otherwise indicated, percentages 


refer to percentages of assessed valuation of taxable property. 
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TABLE XXI 


Existing Limrrations CoNCERNING THE AMOUNT OF SCHOOL 
BonpEep INDEBTEDNESS THAT May BE ASSUMED IN WESTERN 
SECTION OF THE UNITED STATES?*® 


ee ee a ee ee ee Oe campaiapiemcanaairaie =e 


State Regular Provisions Irregular Provisions 
Arizona 6 per cent 
California 5 per cent 
Colorado 5 per cent in districts of 


the first and second classes 
and 314 per cent in dis- 
tricts of the third class, 
(of 70 per cent assessed 
valuation.) 


Idaho 6 per cent for common 
schools, 4 per cent for 
rural and joint high 
schools. 


Montana For purchasing sites and 
buildings and equipping 
schoolhouses, 3 per cent, 
but not exceeding $500,000 
(one district in the State 


excepted.) 
Nevada 10 per cent 
New Mexico 6 per cent 
Oregon 5 per cent 
Utah 4 per cent 
Washington 5 per cent 
Wyoming 2 per cent or 4 per cent For building 4 per cent. 
Median _5 per cent 
Range 2 per cent—10 per cent 


16Compiled from ‘State Versus Local Control of Elementary Education”, (Finance) 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22. 
Hood’s State Laws Relating to Public Education. Unless otherwise indicated, percentages 
refer to percentages of assessed valuation of taxable property. 
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the true value is declared. In some of the states the ratio 
between assessed and true value is only twenty-five per cent. 
Just as marked variations in the assessment of property 
exist between local communities within a state as exist be- 
tween states. For example, in New York and Wisconsin, 
where assessments are probably made more carefully than 
in any other states, the ratio between the assessed and true 
or sales value of property in cities, towns, and villages 
ranges from thirty to one hundred and ten per cent. 


It is obvious from the foregoing discussion that when 
property is not assessed at its true or actual value. debt 
limits based on assessed valuations are not truly compar- 
able. Two communities may possess an equal amount of 
wealth per capita or per child in average daily attendance, 
and each of these communities may have a school debt limit 
of five per cent of the assessed valuation. But, if one com- 
munity is assessing its property at true value, while the 
other is assessing its property at only thirty per cent of its 
true value, the latter community is burdening itself only 
thirty per cent as much as is the first community. 


For the purposes of equity and sound financial policies, 
all property should be assessed at its true value. This true 
value should be interpreted as transferable value, and should 
be based on cash real estate sales. True values should be 
determined on the basis of such cash sales over a period of 
several years. In Wisconsin, the true value of property is 
determined by “The State Tax Commission,” by finding the 
average of cash real estate deals in the different commun- 
ities, over a period of three years and making estimates on 
other properties on the basis of these averages. It seems 
to the author that many other states could well adopt this 
procedure in determining the true value of property. When 
the existing debt limit in a state so vitally affects the finan- 
cial policy of a community, it is essential for a community 
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to know the relation between the outstanding net bonded 
debt and the debt limitations. In Wisconsin, the maximum 
legal debt limit that a community may assume is five per 
cent of the assessed valuation in that community. 


Debt Limits Apply Separately. In communities that are 
incorporated both as cities and as school districts, diffi- 
culty has arisen as to the interpretation of the constitutional 
debt limit. Often school bond issues have been proposed 
and authorized, when the outstanding debt against the com- 
munity as a city already equalled the maximum legal debt 
as permitted by the state constitution. According to Dil- 
lon’s “Commentaries on Municipal Corporations,” constitu- 
tional debt limits apply to the community as a city and to 
the community as a school district separately, and hence 
the school debt should not be included in the total municipal 
debt and vice versa. 


Dillon’s interpretation is as follows: 


“Corporations affected by limitations—constitutional 
limitations on state indebtedness apply to the state alone, 
and not to her political and municipal subdivisions. The 
limitations of the constitution, as generally expressed on in- 
debtedness, are to be taken and understood distributively, 
and not collectively. The prohibition, unless otherwise ex- 
pressed or provided, is aimed at each of the organizations, 
or political subdivisions, or bodies corporate, separately ; the 
indebtedness of a county plays no part in determining the 
existing indebtedness of a city, town or village which forms 
a part thereof, and vice versa. If one municipality em- 
braces the same territory as others, it may contract indebt- 
edness without regard to the indebtedness of any other cor- 
porate body embraced wholly or part within its territory. 
But the constitutional debt limitations apply to and include 
within their operations all cities, whether incorporated by 
general or special law, and whether the incorporation took 
place before or after the adoption of the limitation. And 
the term ‘political or municipal corporation’ is sufficiently 
wide to include within the limitation a school district. 
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“The foregoing interpretation is substantiated by the fol- 
lowing decisions made by the courts in various states: Wil- 
son v. Board of Trustees, 133 III 443; Tuttle v. Polk, 92 
Iowa; Du Toit v. Belview, Minnesota ; ‘Wilson Vv. Board of 
Education, South Dakota; Campbell v. Indianapolis, In- 


diana ; Board of Education v. National Life Insurance Com- 
pany.?”” 

Another recent decision of similar nature is one made 
in Middlesboro, Kentucky, concerning a school bond issue 
of $150,000.18 A study of the above interpretation indi- 
cates that boards of education should not experience diffi- 
culty in the floating of bonds because of outstanding school 
bonded indebtedness unless it exceeds the constitutional 
debt limit placed upon that community. In Table XXII the 


TABLE XXII 


RaAtTIo BETWEEN NET DEBT AND ASSESSED VALUATION IN MADISON 
AND TEN OTHER CITIES — DECEMBER 19211 


Rank in 

Ratio be- Ratio be- 

City Total Net Assessed tween Net tween Net 

Debt Valuation Debt and Debt and 

of Assessed Assessed 

Property Value Value 

Brookline, Mass...... $ 945,108 $103,636,400 9 10 
Charlotte, N.C........ 2,752,000 93,635,535 2.9 4 
East Chicago, Ind.... 702,276 88,421,030 8 11 
Highland Park, Mich.. 5,278,959 125,731,300 4.2 2 
Madison, Wis....... 1,754,964 82,014,016 Aad 8 
Newport, R. I.. 1,165,353 80,481,000 1.4 9 
New Rochelle, N. Y.. 8,485,018 72,126,523 4.8 1 
Newton, Mass........ 2,346,850 86,338,650 Pail 5 
Pasadena, Calif....... 2,593,056 74,233,665 Ss 3 
Superior, Wis........ 1,575,897 57,721,342 Pe 6 
Winston-Salem, N.C.. 2,907,890 114,436,380 2.5 ff 


bo 
for) 


PAVIOV AOC. octets cievass's 


17Dillon. Commentaries on Municipal Corporations, Sec. 190-192. 

18Marshall, Charles C.— Recent Court Decisions Relating to Municipal Bonds. The 
Bond Buyer, January 14, 1922. 

19Data from “Financial Statistics of Cities’. Bureau of the Census. 
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ratio between outstanding net debt and assessed valuation 
in Madison and ten other cities in December, 1921, is pre- 
sented. The average ratio between the net debt and as- 
sessed valuation is 2.6, while the ratio between the outstand- 
ing debt valuation in Madison is only two and one-tenths 
per cent. Inasmuch as the constitutional debt limit allows 
a bonded indebtedness of five per cent of the assessed valua- 
tion, it is evident that from this point of view, Madison is 
well able to afford a new bond issue for school purposes. 


Selling the Survey. After data such as these just pre- 
sented have been gathered and studied by local school au- 
thorities, the school building needs and the ability of a com- 
munity to finance a school building program may be decided. 
If a study such as the one presented in this chapter shows 
the need of new school building facilities in a community 
and also proves the ability of that community to finance the 
needed program, the school authorities may set about to 
put such a program into effect. However, this material is 
quite technical and needs to be simplified and interpreted in 
many ways in order to “put it across” to the varied groups 
of people ina community. In other words, after a scientific 
building and financial survey has been made, it is necessary 
to acquaint the constituency with the findings. This can 
be done only by a carefully planned program of publicity. 


The Campaign Committee. As is true of all publicity 
work, the first thing to be considered in a campaign for a 
school bond issue is the campaign staff. The first and 
probably the most important member of the campaign staff 
is the director or chairman. The person who fills this office 
should be a good organizer, tactful, energetic and forceful. 
He should be a man with whom the superintendent of 
schools is in close contact and should be a man who com- 
mands the respect and confidence of the majority of the 
community. 
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Before the rest of the Committee has been selected, it 
seems to the author that two major items must be con- 


sidered. 


I. The constituency to be reached. 


Il. Avenues and instruments of approach to the public. 
In this connection the author can do no better than to quote 


from Publicity Campaigns for Better School Support, by 
Alexander and Theisen, as follows: 


I. Constituency to be reached.?° 


i; 


2. 


8. 


Illiterates, as distinguished from literates. 


Those unfamiliar with the English language as 
distinguished from those able to read and un- 


- derstand it. 


Women. Women are not so much inclined to 
exercise their voting privileges as a means of 
warding off increased taxes as to secure im- 
proved school conditions. They can usually be 
enlisted for active, enthusiastic, and effective 
support 

Heavy taxpayers. This group includes ‘the 
bankers, real estate owners, manufacturers, etc. 
Endorsements from those upon whom the bur- 
dens fall heaviest will have much weight. 
Retired farmers. This group is an important 
one to consider in smaller communities, because 
it is usually opposed to high taxes. 

Families with children of school age as op- 
posed to families without children or with chil- 
dren beyond school age. Winning the support 
of the latter will generally be much more diffi- 
cult. 

Workers who cannot leave their work, and who 
must be reached either going to and from their 
place of employment, or at it. 

Young people between the ages of about 
eighteen and twenty. While not many of these 


20Publicity on ee for Better School Support, page 19, Alexander and Theisen 


World Book Co., 
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people are in school and have not yet secured 
the ballot, they will in a few years have a legal 
right to vote. They have interests, such as 
athletics, gymnastics, night schools, and com- 
munity-center activities, and become staunch 
supporters when properly approached. 

9. School children. 

II. Avenues and instruments of approach to the 
public.** 
1. Meetings and speakers. 

2. The press. 

8. Advertising. 

4. Objective demonstrations of school work. 
5. Personal campaigning. 
6. Visits to schools by prominent people. 
7. Endorsements of school work or policy. 
8. Letters and post cards. 
9. Petitions. 

10. Advance polling. 

11. Active workers. 

12. Instructions to voters. 

After these elements have been carefully considered, the 
campaign committee should be selected by the superintend- 
ent, board of education and committee chairman. As many 
different types of people as is possible should be represented. 
In communities where there are sharp political or religious 


divisions, great effort should be exerted to unite all forces. 


Campaigns Must Vary with Different Communities. The 
details of school bond issue campaigns must vary more or 
less with different communities, but it should ever be kept in 
mind that votes are usually cast on the basis of personal 
opinions which are formed in agreement with the opinions 
of kindred thinkers. For this reason, in most communities 
the personal workers will exert the most potent influence of 
all agencies that are working in behalf of the proposed 
issue. Particularly, in this connection, it should be 


21Publicity Campaigns for Better School Support, 23 i 
World Book Ge” eet pport, page 23, Alexander and Theisen, 
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remembered that the average votor does not know how to 
mark a ballot and, therefore, specific instructions in ballot 
marking should be given before the election. Wherever 
possible, the balloting on the proposed issue should be held 
at a special election since under this arrangement public 
opinion may be focused on the bond issue alone. 

Examples of Good Publicity Material. School people are 
quite often perplexed as to the type of material that will be 
successful in advertising. The following are BicaerieG as 
examples of good publicity material: 


“Menasha spent $45,000 in 25 years on new schools. 
See what smaller towns have done. 


Two Rivers Pop. 7000 $130,000 
Platteville 5000 200,000 


Menominee 5500 150,000 
Edgerton 3000 125,000 
Clintonville 3000 180,000 
Berlin 4800 250,000 


Movie Slide used in School Publicity Campaign 
at Menasha, Wisconsin.22 


22Publicity para for Better School Support, page 107, Alexander and Theisen , 
World Book Co., 
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A Good Handbill?* inti 
Carried to every home two days before the election in Men- 


asha, Wisconsin. 


CITIZENS OF MENASHA 
LISTEN! THIS MEANS MUCH TO YOU! 
WE MUST EDUCATE OUR CHILDREN 


The Merchants and Manufacturers of Menasha who pay 
over three-fourths of the city tax appeal to you to vote 
favorably for the bond issue for addition to High School. 

The cost to you to pay interest on bonds is 48 cents per 
year on one thousand dollars of assessment. If you have a 
house assessed at one thousand dollars the interest on bonds 
will cost you 48 cents on that house per year for the next 
fifteen years. Adding the interest to the bonds themselves 
and dividing into a twenty year period would mean a cost 
to you of one dollar per year on each one thousand dollars 
of your assessment. This means if you have a house as- 
sessed at two thousand dollars the tax you pay on bonds and 
interest would be two dollars per year. 

Send your children to the High School grounds on the 
forenoon of Labor Day, Monday, September 1, 1919, to parti- 
cipate in the big parade headed by the Ninth Regiment 
Band. 

Parade starts at nine o’clock, A. M. Will end at the Tri- 
angle. Concert until noon. 


EVERYBODY TURN OUT. YOUNG AND OLD. 


283Publicity Campaigns for Better School i 
World Beck Ga 1s paig: chool Support, page 122, Alexander and Theisen 
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Pre-election Tag?4 
Used at Johnstown, Pennsylvania. 


VOTE 
“YES” 


for the 


SCHOOL 


BONDS 


24Publicity Campaigns for Better School Support, page 183, Alexander and Theisen, 
World Book Co., 1921. 
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THE COST” 


Present School Levy ~----------------------- 48 Mills 
Levy for Next Year if Bonds do not carry_----- 52 Mills 
Levy for Next Year if the Bond Issue Carries___ 60 Mills 
Additional Levy Required by Bonds __--------- 8 Mills 


Taxes will be increased on account of the extra 
8 mill levy — due to the bond issue,— as follows: 


(Levy is made on one-fifth of the assessor’s valuation) 


A $ 10,000 valuation will py ........ $ 16.00 extra 
A $ 5,000 valuation will pay....... 8.00 ig 
A 


$ 1,000 valuation will pay..... 1.60 ” 
A  $ 500 valuation will pay... 80 ” 


A $ 100 valuation will pay 16 ” 


Is it worth 16c on the $100.00 to give the kiddies a 
square deal? 


Insert from Lincoln School Bulletin. 


What Will This Bond Issue Cost The Taxpayer? 

71 cents per annum, for the first fifteen years, on the 
actual value of each $1009 worth of property which he owns, 
and for the second fifteen years it will cost him $1.65 per 
annum, or a total sum for the entire bond issue in thirty 
years of $35.40. 

Omaha Public Schools, Vol. I, No. 1. 


25Publicity Gompelene for Better School Support, page 144, Alexander and Theisen, 
World Book Co., 
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INSTRUCTIONS TO VOTERS.’* 


MR. VOTER: 


Vote “Yes” for the School Bonds, November 4th. 

Below is the wording of the Bonding proposal that will 
appear at the bottom of the ballot. 

Cross mark (X) in square at right of word “Yes”. 


INCREASE OF INDEBTEDNESS 
If in favor of the increase of the indebtedness mentioned 

below, cross mark (x) in the square at right of word “yes”. 
If opposed seh said i increase, Cross mark (x) in square at right 
of word “no”. 

Shall the indebtedness of the School Dis- 
trict of the City of Johnstown, Cambria 
County, Pennsylvania, be increased $2,- 
000,000, which increase of indebtedness, 
together with the existing indebtedness 
thereof, will not exceed Five and Seven 
One Hundredths plus per centum of the YES f] 
last assessed valuation of the taxable prop- 
erty therein. Said increase of indebted- 
ness is for the following purposes: 


The completion of the William A. Cochran 
School, Eighth Ward; the erection of Office and 
Supply Building for said School District; the erec- 
tion of a Central High School, Fifth Ward; the NO [] 
erection of Junior High School, Twentieth Ward; 
the erection of Maple Park School, Seventeenth 
Ward: the erection of Prospect Grade School, 
Twelfth Ward; the erection of Coopersdale Grade 
School, Twenty-first Ward; addition to Chestnut 
Street School, Sixteenth Ward; the erection of 
other buildings as may be required, and the pur- 
chase of additional real estate for school pur- 
poses, and the furnishing and equipment of the 
same. 


From Johnstown, Pennsylvania, Leaflet. 


26Publicity Nick ja for Better School Support, page 185, Alexander and Theisen, 
World Book Co., 
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Summary. 1. All school bond issues should be jus- 
tified. 

2. <A city superintendent should be able to justify a 
proposal school bond issue. 

3. The school building needs of a community should 
be determined by 

(a) the condition 
(b) the adequacy, and 
(c) the accessibility of the present school plant. 

4, Some of the best measures of a community’s abil- 
ity to finance school building programs are per capita wealth 
(on true value basis), school tax rate, totaltaxrate for muni- 
cipal purposes, cost of education in relation to total munici- 
pal expenditures, total and per capita expenditures for capi- 
tal outlay for schools, bonded debt, the relation of bonded 
debt to assessed value, constitutional or statutory debt lim- 
its and the relation of outstanding debt to existing debt 
limits. 

5. School debt limits on a local community are usually 
based on the assessed valuation of property. 

6. As is shown by Tables XVII-XXI, thirty-three of 
the states have school debt limits based on the assessed 
valuation of property. Aside from special provisions, the 
median debt limit in various sections of the United States, 
according to these provisions, is as follows: Eastern sec- 
tion five per cent, Southern section seven and one-half per 
cent, Great Lakes section five per cent, Great Plains sec- 
tion five per cent, and the Western section four per cent, 
the average for the United States as a whole being five 
per cent. 

7. Constitutional debt limitations apply to each cor- 
porate body in a community separately. 

8. The results of school surveys must be sold to the 
public. 


CHAPTER V 


RETIRING SCHOOL BONDS 


Some Factors Affecting Retirement Schedules. Experi- 
ence has proved that many of the difficulties which have 
arisen in connection with school bond issues are caused by 
one of two things; (1) an imprudent arrangement for the 
payment of the securities, and (2) the issuance of the bonds 
for an excessive term of years. Many of the problems that 
have been encountered in connection with these factors 
might have been avoided, and it is the purpose of this chap- 
ter to suggest some principles which may. help boards of 
education to avoid some pitfalls that may arise in providing 
for the retirement of school bonds. 

Different Plans For Retirement. Inasmuch as the 
name or type of bond is determined by the plan of pay- 
ment, great care should be taken to inspect the methods 
of retirement that may be utilized in the amortization of 
school bond issues. The three plans of payment that may 
be used in retiring school bonds are illustrated by, (1) the 
straight bond, (2) sinking fund bond, and (3) the serial 
bond. 

What is a Straight Bond? A straight bond is one 
floated for a specified number of years, bearing interest an- 
nually, semi-annually, or quarterly, all the principal being 
payable at one time. For example $100,000 issued for and 
payable at the end of twenty years, bearing interest at the 
rate of five per cent annually. Payment of straight bonds 
is provided for by a single tax levied and collected the 
same year the bonds are due. Under existing tax limits, 


q7 
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straight bonds are unfeasible, so that no more attention 
will be paid to them in this discussion. 

A Sinking Fund Bond is a bond floated for a specified 
number of years bearing interest annually, semi-annually, 
or quarterly, all the principal being payable at one time. 
Payment of sinking fund bonds, as the name implies, is 
provided for by means of a sinking fund which may or may 
not be invested. A superficial inspection of the sinking 
fund plan of payment seems to establish its desirablity ; but 
a study of possible exigencies soon reveals certain serious 
discrepancies. 

A good illustration of what may happen when pro- 
vision for the payment of bonds is made by means of a sink- 
ing fund is the following. Fifty years ago a community 
needed $100,000 to build a new school building. Enthusi- 
astically and confidently this community borrowed $100,000, 
issuing bonds payable at the end of twenty years from date 
of issue and bearing a five per cent rate of interest annually. 
At the end of twenty years, because of failure to levy taxes 
for a sinking fund, need of available money for current 
expenses, and political aspirations, the original $100,000 
was paid by the issuance of a new series of bonds. When 
these twenty years ended in 1912, the process was repeated, 
as may be done again in 1932. The building for which these 
bonds were issued long since became obsolescent and has 
been destroyed. This is a striking example how this com- 
munity has paid $250,000 for a $100,000 job done fifty years 
ago. It shows how public business may be conducted, why 
some communities are ever in need of more money, and why, 
because of inadequate buildings, some schools are forced 
to operate on a two-session basis. Unfortunately, somewhat 
the same condition as cited above may be found in many 
communities throughout the United States. 

The following opinion shows the prevalent attitude to- 
ward the sinking fund: 
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“The cost to the community of issuing serial bonds is 
exactly the same as the cost of issuing so-called ‘straight’ 
or ‘sinking fund’ bonds, maturing all at one time, provided 


that the sinking fund earns interest at the same rate that 
the bonds bear. But, in spite of this fact, municipal sinking 
funds are not usually maintained as they should be, and it 
has seemed to be impossible to prevent mismanagement and 
losses of such funds.”” 

Engelhardt summarizes the disadvantages of the sink- 
ing fund bond as follows: 


“The practice of amortizing the bonded obligations of 
school systems by means of a sinking fund has been rather 
common. The two types of sinking funds found in Ameri- 
can cities are those with and those without investments. 
Judging from studies that have been made of the adminis- 
tration of sinking funds, it appears that neither type of 
fund is satisfactory in providing payment for bonds. The 
prevailing criticisms against the sinking fund plan are (1) 
the misuse of sinking fund moneys on the part of public 
officials, (2) the unscientific basis employed in the calculation 
of sinking fund requirements, (3) the difficulty of instruct- 
ing the public in the complex nature of sinking fund plans, 
(4) the failure to provide for proper investment of funds, 
(5) the inability of a democracy to constantly provide the 
financial leadership necessary for the proper maintenance 
of the fund, (6) the failure to establish a proper fund and 
to make adequate annual contributions thereto so that there 
would be a sufficient amount in the fund to meet the debt 
at maturity, (7) the failure of proper audits by others than 
the governing parties, (8) the success of the serial payment 
plan of bonding and its ease of comprehension by the public, 
(9) the lack of appreciation on the part of governing bodies 
of the importance of sinking fund obligations—the primal 
security of the bond holder.” 

In seventeen states, where sinking fund bonds are le- 


gally permissive, certain restrictions have been imposed as 


follows: 
“Care of the Sinking Fund. In Colorado, the sinking 
fund may be used, first, in the retirement of outstanding 


1Hoyt, William Henry: “Municipal Bonds” reprinted from the Daily Bond Buyer 
p. 8. 
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bonds; second, as nearly as possible, in investments in 
United States bonds or state bonds of Colorado. 

“In Idaho, the sinking fund may be invested in United 
States bonds, state bonds, county bonds, or county or state 
warrants, when the market value thereof is not below par; 
it may also be invested in first mortgages on improved farm 
lands, but such loans may not exceed one-third of the market 
value of the land, exclusive of improvements thereon, given 
as security, and must yield an annual interest of 7 per cent. 

“In Kansas, the sinking fund must be invested in the 
bonds of the same district, in the bonds of any county, town- 
ship, city or other school district, or in bonds of Kansas or 
of the United States. Other conditions attached to the pur- 
chase of county, township, city, or school-district bonds are 
the following: First, bonds purchased must be certified by 
the Attorney General of the state as acceptable security 
under the State depository law; second, they must mature 
and become due prior to the time fixed for the payment of 
the bonds for which the sinking fund was created; third, 
the sinking fund may not be invested in the bonds of any 
county, township, city or school district whose bonded and 
floating indebtednesss exceeds 10 per cent of its assessed 
valuation; fourth, no premium may be paid for any bonds 
purchased which will have the effect of reducing the annual 
income from the investment to less than 3 per cent. 

“In Minnesota, the sinking fund may not be used to 
purchase bonds issued to aid in the construction of any rail- 
road; it may be invested in state bonds of any state, or in 
the bonds of any county, school district, city, town, or village 
in Minnesota, provided that such investments yield a rate of 
income of not less than 314 per cent per annum for the whole 
period elapsing before maturity. 

“In Missouri, the general school law of the state is that 
the sinking fund must be used to purchase outstanding 
bonds; if these can not be obtained, then the sinking fund 
is to be invested in bonds of the United States or of Mis- 
souri, or, at the discretion of the board of school directors, it 
may be loaned in the same manner and subject to the same 
restrictions as township school funds are loaned until out- 
standing bonds can be obtained. In districts under town- 
ship organization, the sinking fund may be invested in first 
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mortgages on real estate of at least double the value of 
the amount loaned for a period not beyond the maturity of 
the district’s indebtedness, at not less than 4 per cent nor 
more than 8 per cent interest per annum; in addition, the 
board of school directors may require from the borrower 
a bond from one or more solvent sureties. 

“In Montana, with the surplus of the sinking fund 
when the same is $1,000 or more, boards of school trustees 
may purchase outstanding bonds; if such bonds can not be 
purchased, then the sinking fund must be invested in inter- 
est-bearing bonds of the United States or of the state of 
Montana. 

“In Nebraska, the sinking fund must be used, first, in 
redeeming outstanding bonds; after this, it may be invested, 
in the order stated, in registered bonds of the county in 
which the district is situated, in the bonds of the state of 
Nebraska, or in United States bonds. 


“In North Dakota, in common-school districts, the sink- 
ing fund may be used to purchase outstanding bonds, or 
may be deposited in national or state banks located in the 
county and furnishing bonds in at least double the probable 
amount of deposits, at the discretion of school boards. In 
special and independent districts the sinking fund may be 
used to purchase outstanding bonds, or may be invested in 
the bonds of North Dakota or of the United States, or may 
be deposited in national or state banks subject to the same 
restrictions as in common-school districts; in addition, in 
special school districts the sinking funds may be invested 
in first mortgages on farm lands for a period of time not 
exceeding 10 years and at a rate of interest not less than 6 
per cent per annum, said interest to become a part of the 
sinking fund, provided such loans may be made only on cul- 
tivated lands which have an appraised value of at least $7.50 
an acre, and then in sums not in excess of 40 per cent of the 
appraised value of such lands. 

“In Ohio, the sinking fund may be used for the purchase 
of outstanding indebtedness or may be invested in bonds of 
the United States, or Ohio, or of any municipal corporation, 
county, township, or school district of any state. 

“In Oklahoma, the sinking fund may be used to pur- 
chase outstanding bonds of the district when such bonds 
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may be purchased at or below par; or it may be invested in 
bonds or warrants of Oklahoma or of any county, city, town, 
township, school district, or other municipality thereof; or 
in any public-building warrants maturing prior to the date 
of bonded indebtedness for the payment of which any such 
sinking fund is created. ; 

“In Pennsylvania, the sinking fund may be invested in 
bonds of the United States, of Pennsylvania, or of any 
county, city, borough, township, or school district of Penn- 
sylvania, or in any bonds in which savings banks of Pennsyl- 
vania are authorized by law to invest their deposits and not 
otherwise. 

“In South Carolina, the sinking fund must be deposited 
in some savings institution or bank approved by the board 
of school trustees at the best rate of interest that can be 
obtained. 

“In South Dakota, the sinking fund must be used to 
purchase outstanding bonds; otherwise it must be invested 
in bonds of South Dakota or of the United States. 

“In Tennessee, in municipalities or taxing districts hav- 
ing a sinking fund commission, the sinking fund is to be 
used to retire maturing bonds; in municipalities or taxing 
districts having no sinking fund commission, the mayor or 
other principal officer, with the approval of the recorder, 
treasurer, or city clerk, loans the sinking fund upon first 
mortgage real estate security in an amount not exceeding 
50 per cent of the cash value thereof, the interest to be 
added semi-annually to the sinking fund. 

“In Texas, the sinking fund may be used to purchase 
outstanding bonds or may be invested in bonds of the United 
States, or Texas, or of counties, cities, towns, and independ- 
ent school districts within the state of Texas which have 
been approved by the attorney general. 

“In Utah, the sinking fund must be used, first, to re- 
deem bonds maturing during the year; second, the re- 
mainder must be invested in bonds of Utah, or of any school 
district, town, city, or county thereof, or of the United 
States. 

“In Washington, the sinking fund may be used to pur- 
chase outstanding bonds or may be invested in school, 
county, or state warrants of Washington, at the discretion 
of school boards. 
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“In concluding the discussion concerning the disadvant- 
ages of the sinking fund, all states should prohibit any new 
issues of school bonds, payment for which is to be provided 
by means of a sinking fund, and restrictions similar to those 
just shown should be imposed on existing sinking funds.’ 

What is a Serial Bond? A serial bond is one that is 
retired by payments made at regular intervals, interest 
being paid annually, semi-annually, or quarterly as desired. 
For example, $100,000 issued for one to twenty years, bear- 
ing interest at the rate of 5 per cent annually; which means 
that payment will be made on the issue each year beginning 
one year from date of sale. 


The decided superiority of the serial type of bond for 
all municipal securities of long term standing has been 
recognized by the leading authorities in Municipal Finance. 
Chamberlain,? The Daily Bond Buyer,‘ Financial Statistics 
of Cities,» Commercial and Financial Chronicle,® and Engel- 
hardt,’? as well as various special commissions have fur- 
nished evidence of the desirability of the serial plan of pay- 
ment. Massachusetts, New Jersey, North Carolina, and 
Wisconsin have for some time required school bonds to be 
retired on the serial basis. Ohio recently imposed a similar 
law which Mr. Robert Denison® discussed in the following 
manner: 


“This Act introduces two quite radical changes in Ohio 
Laws for the ultimate security both of the political subdivi- 
sions and of the investor. The first of these provisions was 
that all bonds must hereafter be serial bonds to mature in 
substantially equal annual installments. A bond buyer, look- 
ing at bonds from his own standpoint, figures that an issue 


2Taken from, State Versus Local Control of Elementary Education (Finance) By 
Theodore L. MacDowell, United States Bureau of Education, Bulletin No. 22. 


83Chamberlain: Principles of Bond Investment, pp. 216-218. 
4The Daily Bond Buyer, March 26, 1917. 

'Financial Statistics of Cities, 1916, p. 101. 

6Commercial and Financial Chronicle. 

TEngelhardt: A School Building Program for Cities, p. 115. 
8Denison, Robert F.: The New Ohio Municipal Bond Law, p. 18. 
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of straight thirty years is a better investment than one ma- 
turing in from three to thirty years, but every bond pur- 
chaser and every bond salesman ought to bear in mind that 
the best thing for him, in the long run, is that which works 
out as the best thing for the political subdivision and a serial 
bond ultimately works out best for the political subdivision 
because the interest charge isn’t so great and the political 
subdivision is obliged to pay such bonds as it goes along. 
The serial bond, in other words, produces in effect a pay-as- 
you-go policy which we have previously had as to operating 


expenses.” 
However, it is a mistake to think that a school district 


automatically saves any money through the adoption of the 
serial plan. If the same assumptions as to rates of interest 
and accumulation are established, the total payments will be 
the same on either the sinking fund or serial plan. The 
inherent advantages of the serial system are administra- 
tive and political rather than financial, but owing to lax 
control and indiscreet management of sinking-funds, the 
serial plan has proved to be superior on a financial as well 
as ou an administrative basis. Since the superiority of the 
serial bond appears evident, it is now essential to ascertain 
the different possible schedules in the serial plan of payment 
and to select the method most desirable for the local need. 
There are five possible schedules in the serial plan of pay- 
ment which are as follows: 

(1) The annual installment plan in which the annual 
payments on the principal are equal—illustrated by Table 
XXIII. 
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TABLE XXIII 
SCHEDULE FoR PAYMENT oF TWENTY-YEAR SERIAL Bonp Issuz 
OF $500,000 ar 5 pPeR CENT, ANNUAL PAYMENTS ON PRINCIPAL 
Brine Houau 


Amount of 
Payments _- Principal Total 
End of on upon which Interest Annual 

Principal Interest Paid Payments 

Was Paid 
USHRVERR to mele. $25,000 $500,000 $25,000 $50,000 
2nd year =~... <0: 25,000 475,000 23,750 48,750 
STOVER ss aac aks 25,000 450,000 22,500 47,500 
Athe Year wes cals s 25,000 425,000 21,250 46,250 
thy year soe cess 25,000 400,000 20,000 45,000 
Gth year’ ¢ 2.6.) oe6 25,000 375,000 18,750 43,750 
PEDLVEAL Gait os 2: 25,000 350,000 17,500 42,500 
Gh vearn a sass. a 5s 25,000 325,000 16,250 41,250 
STAR VGAE St eae oes 25,000 300,000 15,000 40,000 
LOth year 2.5.5.4. 25,000 275,000 13,750 38,750 
VEGA VAC ore 25,000 250,000 12,500 37,500 
12th year... is... 25,000 225,000 11,250 36,250 
18th year. ....2. 25,000 200,000 10,000 35,000 
TACKS Y Car Ss os oa e 25,000 175,000 8,750 33,750 
Toth yearn... ss 25,000 150,000 7,500 32,500 
SLGUBIVEALE seis 5.0 « 25,000 125,000 6,250 31,250 
PEON VEAI a. ss bs 0.0 « 25,000 100,000 5,000 30,000 
iSthiyear.. 22... .. 25,000 75,000 3,750 28,750 
E9th) year ses... . 25,000 50,000 2,500 27,500 
20thoyear. 2.5.5.5 25,000 25,000 1,250 26,250 
Sa Na ee $500,000 $262,500 $762,500 
Average Per Year.. 25,000 13,125 38,125 


Range of yearly payments — $26,250 to $50,000. 
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(2) The annuity system in which, as shown by Table 
XXIV, the total annual payments are approximately equal. 


TABLE XXIV 
ScHEDULE FoR PAYMENT oF TWENTY-YEAR SERIAL Bonp Issur 
oF $500,000 aT 5 PER CENT, ALL TOTAL ANNUAL PAYMENTS 
Berne APPROXIMATELY HQuaL 


Amount of 
Principal 
End of Payments upon which Total 
on Interest Interest Annual 
Principal Was Paid Paid Payments 

listyeare oc): $15,000 $500,000 $25,000 $40,000 
ANC VEars oon tek 16,000 485,000 24,250 40,250 
STGsVeaIe.: ... sae 17,000 469,000 23,450 40,450 
ALTE VOGATIOLS, oust cians 18,000 452,000 22,600 40,600 
Btheyears nen, «see 19,000 434,000 21,700 40,700 
6theyears so... 6. 20,000 415,000 20,750 40,750 
te Voate wa a1. crete 21,000 395,000 19,750 40,750 
REDBV Gatos. 2 0ahas 22,000 374,000 18,700 . 40,700 
Stheveat 7. < ee scare 23,000 352,000 17,600 40,600 
TOG By Cates te sc 24,000 329,000 16,450 40,450 
PU TRE VBA tein cates 25,000 305,000 15,250 40,250 
18 seca Rem en pee 26,000 280,000 14,000 40,000 
MUM VCAT etole us acces 27,000 254,000 12,700 39,700 
TAG Vea... < eae sn 28,000 227,000 11,350 39,350 
Titi eVvear es fou sae. 29,000 199,000 9,950 38,950 
TECH VGA ...teenre «ies 30,000 170,000 8,500 38,500 
PT EMGVEATS aac sieve 33,000 140,000 7,000 40,000 
SCH VGai i c hicahie 34,000 107,000 5,350 39,350 
OC eVOAr titi. chase 36,000 73,000 3,650 39,660 
BOTOPVEARS . os s.ccc: 37,000 37,000 1,850 38,850 
ET eal Smet e t cho al $500,000 $299,850 $799,850 

Average Per Year.. 25,000 14,992.50 39,992.50 


Range of yearly payments — $38,500 to $40,750. 
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(3) A schedule in which the annual payments on the 
principal are unequal and the largest annual payments on 
the principal come within the years immediately following 
date of issuance, is illustrated in Table XXV. 


TABLE XXV 
SCHEDULE FOR PAYMENT oF TweENTY-YEAR SERIAL Bonp IssuE 
oF $500,000 ar 5 PER CENT, LarcEsT ANNUAL PAYMENTS 
Bering Made Durine THE First TEN YEARS 


i 


Amount of 
Principal 
End of Payments upon which Total 
on Interest Interest Annual 
Principal Was Paid Paid Payments 

St Vers Ais sa kaat $40,000 $500,000 $25,000 $65,000 
PUVOAT A. ies 40,000 460,000 23,000 63,000 
OLGUREAT. owes 35,000 425,000 21,250 56,250 
it hivedre oy. 35,000 890,000 19,500 54,500 
BeneVeAaT sc lok. eee. 25,000 865,000 18,250 43,250 
Otheyvear. co...eas, 25,000 340,000 17,000 42,000 
TE VGAT. 2 3 «sles 25,000 315,000 15,750 40,750 
Stlivear. wr sss es 25,000 290,000 14,500 39,500 
Sthiyeart.os. o.005 25,000 265,000 18,250 38,250 
10th year......... 25,000 240,000 12,000 37,000 
Oba Ae ee ee 20,000 220,000 11,000 31,000 
Pothoveara. <2 iss 20,000 200,000 10,000 30,000 
LOGO eVCAr +. s.). oss 20,000 180,000 9,000 29,000 
TAthsyear ws. eis 20,000 160,000 8,000 28,000 
L5th year. ...< ck... 20,000 140,000 7,000 27,000 
LGthiyear .. 22.286. 20,000 120,000 6,000 26,000 
Ghee at xs «15 aca 20,000 100,000 5,000 25,000 
A8th year. 3.2. s. 20,000 80,000 4,000 ‘24,000 
19th: year... oc: 20,000 60,000 3,000 23,000 
B0the year. ssa. 5 20,000 40,000 2,000 22,000 

——EE_ ae nieraenasnnnnanCEaaRAIR EE A iT, 
Potato: iese siete. $500,000 : $244,500 $744,500 
Average Per Year.. 25,000 12,225 37,225 


Range of Annual Payments — $22,000 to $65,000. 
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(4) A schedule in which the annual payments on the 
principal are unequal and which calls for small annual pay- 
ments on the principal during the years immediately follow- 
ing date of issuance shown by Table XXVI. 


TABLE XXVI 
SCHEDULE FOR PAYMENT OF TWENTY-YEAR SERIAL BonpD IssuE 
oF $500,000 at 5 PER CENT, SMALLEST ANNUAL PAYMENTS 
Brina Mave Durine THE First TEN YEARS 


Amount of 
Principal 
End of Payments upon which Total 
on Interest Interest Annual 
Principal Was Paid Paid Payments 

Lstevieain cn... sien $20,000 $500,000 $25,000 $45,000 
ONG VEavin. \.ccaeers 20,000 480,000 24,000 44,000 
STANVEAP. os). Gate 20,000 460,000 23,000 43,000 
AEMevedris. «anes 20,000 440,000 22,000 42,000 
BEBVCal. .o.o cere 20,000 420,000 21,000 41,000 
Gthiryear. wc .ct6 20,000 400,000 20,000 40,000 
CEHe year 5)... ee 20,000 380,000 19,000 39,000 
Sthivear so hah 20,000 360,000 18,000 38,000 
Otheveat. cise. 20,000 340,000 17,000 37,000 
LOtHPYCAT a... 05a: 20,000 320,000 16,000 36,000 
Aithevear= 26. ke 25,000 300,000 15,000 40,000 
LEtNBVERT s 5 c:.5 ne ee 25,000 275,000 13,750 38,750 
WBGHEVears .c.ccuieee. 25,000 250,000 12,500 37,500 
AtWRVear ech sy. sere. 25,000 225,000 11,250 36,250 
WOUMEVeAR Sorin tore. 25,000 200,000 10,000 35,000 
PGE EVEaT!) ia 5» sae 25,000 175,000 8,750 33,750 
GUNEVCAT © sf oon he 35,000 150,000 7,500 42,500 
TStheyear: o... ces 35,000 115,000 5,750 40,750 
LOtheyeam.. 1c. 40,000 80,000 4,000 44,000 
20th year... . 2. oss. 40,000 40,000 2,000 42,000 

SE SL a EG Fe NE be AS Sie 
Mota lite 0. cot $500,000 $295,500 $795,500 
Average Per Year.. 25,000 14,775 39,775 


Range of yearly payments — $33,500 to $45,000. 


Retiring ScHoout Bonps 89 


(5) A schedule which provides for no payment on the 
principal for a period of years immediately following date 
of issuance, and then employs one of the four plans just set 
forth illustrated by Table XXVII. 


TABLE XXVII 
SCHEDULE FOR PAYMENT oF TWENTY-YEAR Bonp IssuE 
OF $500,000 ar 5 PER cenT, No Payment Berne MADE on 
PrincrpaL UNTIL THE END oF THE 11TH YEAR 


Amount of 
Principal 
End of Payments upon which Total 
3 on Interest Interest Annual 
Principal Was Paid Paid Payments 

LS RRUIC Ce Gee ican ts sien Ow hnculare $500,000 $25,000 $25,000 
BRURVOAEE siete | sioss coum 500,000 25,000 25,000 
BROEVERPA to seis. corns Be 500,000 25,000 25,000 
Aga 0, AMS eee Renee mene see 500,000 25,000 25,000 
Suheyeatr ewe tee 500,000 25,000 25,000 
GEN GVear rar cea, ozs oats 500,000 25,000 25,000 
bMS VeATE hat oe ee. Hacks, oe 500,000 25,000 25,000 
fo slat, KC pa tie eh ie ae 500,000 25,000 25,000 
Othyyeare sens asia! 500,000 25,000 25,000 
GiHiivedtions. Sohne) ask ks 500,000 25,000 25,000 
ATER SVeare 4. onto accc. $40,000 500,000 25,000 65,000 
(AAO Sen) oe een 42,000 460,000 23,000 65,000 
Vopneyeat. 2.06. sc.: 44,000 418,000 20,000 64,900 
diatievyears, ot. i 46,000 374,000 18,700 64,700 
OGHEYVCAT a7 llc case « 49,000 328,000 16,400 65,400 
h6the year 2.52... 50,000 279,000 13,950 63,950 
AG GheyGaR i 2 82 52). 53,000 229,000 11,450 64,450 
OEME VERE.) 2. ax os 56,000 176,000 8,800 64,800 
Othe years. cs es a 59,000 120,000 6,000 65,000 
20th year 2s... .2). 61,000 61,000 3,050 64,050 
PROvalsecta. matieeiec $500,000 $396,350 $897,250 

Average Per Year.. 50,000 19,862.50 44,862.50 


Range of yearly payments — $25,000 to $65,000. 
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Relative Advantages of Schedules. Any of the sched- 
ules illustrated by Tables XXIII-X XVIII inclusive may well 
be used in the retirement of school bonds. It will be ob- 
served that the smallest total cost is shown by the schedule 
in Table XXV. The total payment can be made even less if 
the first five or ten annual payments on the principal are 
made larger than those suggested in Table XXV. However, 
this is hardly practicable in the average community, inas- 
much as the schedule presented here calls for the payment 
of sixty per cent of the issue in the first ten of the twenty 
years the issue is to run. 

Advantages of Schedule Shown in Table XXII in Special 
Cases. The schedule of retirement illustrated by Table 
XXVII is of special merit for those states in which no part 
of the construction bonds may be used in the purchase of 
equipment. Under such circumstances, bonds for the pur- 
chasing of equipment may be retired in two or three years, 
payment on the construction bonds being begun the first 
year after the equipment bonds have been paid. 


“There is also a second and more general reason for a 
two or three year postponement of first payments®’—the un- 
certainty of the real equipment needs and accessory needs. 
This situation is common and apparently almost unprevent- 
able in small systems, the result being a constant borrowing 
of money or illegal using of operating funds for equipment 
in the first year or two after new construction. A new build- 
ing always means expansion of school and community ac- 
tivities and superintendents and boards unfamiliar with new 
construction nearly always fail to properly anticipate these 
needs. ‘Deferred payments’ of the first kind should be ar- 
ranged to fit exactly into the closing period of the payment 
of the short-time bonds; those of the second should not be 
postponed more than two or three years at the most.” 


®Quoted from a letter from N. L. Engelhardt. 
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Plan of Retirement and Length of Issue. Closely asso- 
ciated with the schedule of payment that shall be used in 
retiring school bond issues, is the length of time for which 
the securities shall be floated. In the past, communities 
have been prone to shift the responsibility of payment, in 
part at least to later generations, thereby imposing a bur- 
den upon a group of people who were not the beneficiaries. 
This is undemocratic as well as financially unsound. It is 
unwise to issue school bonds for a term of years that ex- 
ceeds the period for which adequate service will be provided. 
The length of time a school bond issue is to run should de- 
pend upon the needs of the general school building program 
as well as the estimated life of the new buildings that are 
erected immediately. 

For the sake of economy the term of years should be as 
short as possible, for the interest that is paid on long term 


TABLE XXVIII 


ScHEDULE FOR PAYMENT oF TEN-YEAR SERIAL BonD ISSUE OF 
$500,000 at 5 PER CENT 


a Se 


Amount of 
Principal 
End of Payments upon which Total 
on Interest Interest Annual 
Principal Was Paid Paid Payments 
ut Ba dbieet ener eh ee) ae 
Ste YORE. ie nets. 0:2 $50,000 $500,000 $25,000 $75,000 
Ondtyear ce): 50,000 450,000 22,500 72,500 
BIOVCAT ad o3.5 +s 50,000 400,000 20,000 70,000 
Min year. « ocessr 50,000 850,000 17,500 67,500 
peliyear..6. t,t: 50,000 800,000 15,000 65,000 
GEn-Vears) ..<.iarssi- 50,000 250,000 12,500 62,500 
WEEP VEAL sc: cave 50,000 200,000 10,000 60,000 
Sth vear. og. o+ oc 50,000 150,000 7,500 57,500 
RT AAT( ci OER iee ote Sep 50,000 100,000 5,000 55,000 
Oth years. 2 acs 50,000 50,000 2,500 52,500 
otal sta $500,000 $137,500 $637,500 
Average Per Year.. 50,000 13,750 63,750 
0! edt ie ie Ee nee ee ee acer UEMnAIE 


Range of yearly payments — $52,500 to $75,000. 
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bond issues quite often equals the original principal. This is 
very strikingly revealed by comparing Table XXVIII with 
any or all of the four preceding tables. From this compari- 
son it is seen that a $500,000 bond issue of ten years re- 
quires approximately only half as much interest as a $500,- 
000 bond issue of twenty years. 

Length of Term Important. So important is the length 
of school bonds, that thirty-five of the states have statutory 
provisions concerning the length of time for which school 
bonds may be issued. These provisions shown in Tables 
XXIX-XXXIII indicate that there is seemingly great 


TABLE XXIX 
Existine LIMITATIONS CONCERNING THE LENGTH OF TERM OF 
ScHoot Bonpds IssuED IN EASTERN SECTION OF THE 
UNITED STATES? 


States Regular Issues Special Cases 
New Jersey 30 years 20 years detention home 
New York In common-school dis- In union-free-school dis- 
tricts and in union-free- tricts, money borrowed 
school districts for sites to pay current expenses, 
and buildings; within 20 within the current fiscal 
years. year or within 9 months 
thereafter; bonds or other 
obligations issued in cities 
of the third class, villages, 
town school districts, ete., 
for any municipal or dis- 
trict improvement, with- 
in 50 years. 
Pennsylvania 30 years 
Median 30 years 
Range 20 years—30 years 


10Compiled from ‘State Versus Local Control of Elementary Education (Finance)’”’ 
by Theodore L. MacDowell, United States Bureau of Educati , Bulleti 
Hood's State Lawa Holating. 40 Public Eduction) oe Duleta: 2015) Bie. ae 
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TABLE XXX 
Existing Limitations CoNcERNING THE LENGTH oF TERM OF 
ScHoot Bonps IssuEeD In SOUTHERN SECTION OF THE 
UnItTEp STATEs 11 


State Regular Issues Special Cases 


Georgia Money borrowed for 
teachers’ salaries, as soon 
as possible within the 
current school year. 


Kentucky Within 30 years 
Louisiana Not less than 5 nor more 
than 40 years 


North Carolina 20 years 


South Carolina Within 20 years 


Tennessee 25 years 

Texas 25 years 

Virginia For erecting and improv- 
ing schoolhouses, within’ 
35 years. 


West Virginia 20 years 


Median 25 years 


Range 20 years—40 years 


Compiled from “State Versus Local Control of Elementary Education (Finance)’’ 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22. 
Hood’s State Laws Relating to Public Education. 
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TABLE XXXI 

Existing Limirations CoNceRNING THE LENGTH OF TERM OF 

Scoot Bonps IssuED IN GREAT LAKES SECTION OF THE 
UNITED STATES?” 
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States Regular Issues Special Cases 
Tilinois Within 20 years 
Indiana Bonds issued in Bonds issued in incorporated cities and 


incorporated towns 
for sites or build- 
ings, within 1 to 
10, or 1 to 20 years 
according to form 
of issue. 


towns for the purpose of purchasing 
grounds, erecting and furnishing school 
buildings, within 25 years; bonds issued 
in incorporated towns having a popula- 
tion of not more than 1,000 inhabitants, 
for sites, buildings, and repairs, within 


20 years; in incorporated towns having a 
population of more than 1,000 inhab- 
tants but less than 5,000, for sites, 
buildings, and repairs in not less than 


10 nor more than 24 years; bond or note 
issued in incorporated towns having a population 
of not more than 2,000 inhabitants, for sites and 
buildings, within 15 years; bonds issued in incor- 
porated towns and cities, except in cities of the 
first and second classes, for sites, buildings, and 
repairs, within 25 years; bonds or warrants issued 
in townships for the construction of a school build- 
ing when indispensably necessary, within 10 years; 
bonds issued in townships for constructing and 
equipping a room or building in which to teach 
the arts of agriculture, domestic science, or physi- 
eal or practical mental culture, or for general 
township use, within 10 years; money borrowed 
in any township for legalizing emergency school 
debts contracted for the erection or enlargement 
of a schoolhouse, within 5 years; bonds issued in 
unincorporated towns for erecting a school build- 
ing to secure the benefits of a gift or bequest ex- 
eeeding $5,000 in anticipation of the revenue for 


special school purposes, within 7 years. 
Michigan Within 30 years Money borrowed or bonds issued to meet 


deficiencies in teachers’ salaries, within 
5 years. 


Refunding bonds, Bonds to obtain or improve school 
within 20 years property, within 40 years. 


Money borrowed to 
meet any unusual con- 
dition, within a year; 
bonds for other school 
purposes, within 15 
yrs., refunding, bonds, 
within 20 years from 
the time the indebted- 
ness was. originally 


contracted. 
Median 20 years 
Range 


15 years—20 years 
12Compiled from “State Versus Local Control of Elementary Education (Finance)” 


by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22, 
Hood’s State Laws Relating to Public Education. 


Ohio 


Wisconsin 
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TABLE XXXII 


Existing Limitations ConcEeRNING THE LENGTH oF TERM OF 
ScHoon Bonps Issuep In GREAT PLAINS SECTION OF THE 


States 
Iowa 


UNITED StatsEs!8 


Regular Cases 


School building bonds, 10 - 


years, except that in in- 
dependent districts having 
at the time of issuance of 
any bonds other bonds 
outstanding amounting to 
not less than $400,000, 
any bonds in excess of such 
amount may run not ex- 
ceeding 20 years. 


Special Issues 


Kansas 


Minnesota 
Missouri 


Nebraska 
North Dakota 


Oklahoma 


South Dakota 


For erecting and purchas- 
ing schoolhouses, within 
15 years. 


Within 15 years 


Original bonds, within 25 
years. 


Within 30 years 


Original bonds, in inde- 
pendent districts, within 
25 years. 


Original bonds, within 20 
years. 


In independent districts for 
purchase of sites, building 
schoolhouses or funding out- 
standing indebtedness, within 
20 years; districts finding them- 
selves indebted beyond the 
present constitutional limit, but 
within the former limit, may 
issue bonds extending the time 
of payment for a period not less 
than 3 nor more than 10 years. 


Refunding bonds, within 
30 years. 


Funding and refunding 
bonds, in not less than 5 
nor more than 30 years. 


In common school dis- 
tricts, in not less than 10 
nor more than 20 years; 
refunding bonds within 
20 years. 


Funding bonds, 
30 years. 


Bonds issued for purchase 
of sites, buildings, and fur- 
nishing schoolhouses, in 
not less than 3 nor more 
than 15 years. 


within 


Median 


20 years 


Range 


20 years—30 years 


18Compiled from “State Versus Local Control of Elementary Education (Finance)”’ 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22, 
Hood’s State Laws Relating to Public Education. 
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States 


Arizona 


Colorado 


Idaho 


Montana 


Nevada 


New Mexico 
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TABLE XXXIII 


EXISTING LIMITATIONS CONCERNING THE LENGTH OF TERM OF 
ScrooL Bonps IssuED IN WESTERN SECTION OF THE 


UNITED StTATES!* 


Regular Issues 


20 years 


Original bonds in not less 
than 20 nor more than 40 
years. 


Original bonds within 20 
years. 


Original bonds, within 10 
years. 


Within 20 years 


For erecting and complet- 
ing schoolhouses, in not 
less than 20 nor more than 
80 years. 


Special Cases 


Bonds issued to increase 
the indebtedness of dis- 
tricts above 4 per cent, 
within 20 years. 


Refunding bonds within 
20 years. 


Refunding bonds, in not 
less than 10 nor more 
than 20 years. 


Refunding bonds, within 
0 years. 


Refunding bonds in cities 
and towns, in not less 
than 10 nor more than 
40 years. 


Oregon Not less than 10 years nor Bonds sold to the State 
more than 20 years. Land Board, in not less 
than 1 nor more than 20 
years. 
Utah Within 20 years 
Washington Within 40 years In city school districts, 
within 34 years, except in 
cases where such corpora- 
tions have previously au- 
thorized bonds to be 
issued. 
Wyoming Original bonds, within 25 Refunding bonds, within 
years. 30 years. 
Median 20 years 
Range 10 years—40 years 


“Compiled from “State Versus Local Control of Elementary Education (Finance)” 
by Theodore L. MacDowell, United States Bureau of Education 


Hood’s State Laws Relating to Public Education. 


, Bulletin, 1915, No. 22, 
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difference of opinion concerning the best term for school 
bonds. Ignoring the special cases, the median maximum 
legal term in the Eastern section of the United States is 
thirty years, in the Southern section twenty-five 
years, in the Great Lakes section nineteen years, in the 
Great Plains nineteen years, while the same figure for the 
Western section is twenty years. Not only are there pro- 
visions concerning the maximum term which school bonds 
may run, but in Louisiana, Oregon, South Dakota, and West 
Virginia are found provisions concerning the minimum 
length of time school bonds may run; these minimum limits 
range from three to ten years. 


It seems from these facts that there is need for a 
sound and reliable basis for determining the best term 
for school bonds, as that limitation concerning same may 
operate equally advantageously in all states. 


Sound Maturity Schedule Essential. After the size, 
length of term, and method of retirement of a school bond 
issue have been determined, the problem of evolving a 
schedule of maturities arises. The first element involved 
in making a maturity schedule is the amount of principal 
that is to be paid annually, and the second element the de- 
nomination of the individual bonds. If the issue at hand 
is to be sold through commercial bond houses, it is best to 
have bonds of $500 or $1000. If a sale over the counter is 
attempted, it is sometimes advantageous to have some $100 
bonds. 

Supposing then that the annual installment plan of 
payment, illustrated in Table XXIII, is adopted for a school 
bond issue, the schedule of maturities shown in Table 
XXXIV is suggestive for use in organizing a scheme for 
payment of the individual bonds. 
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TABLE XXXIV 


SCHEDULE OF MATURITIES FOR PRINCIPAL OF A $100,000 
SoHoou Bonp IssvuE 


Total Annual 
Number Total Payment 
Series of Bond Denomination Amount on Principal Date Due 


1- 4 $1,000 $4,000 19 

5- 6 500 1,000 $5,000 19 

7- 10 1,000 4,000 19 
1l- 12 500 1,000 5,000 19 
13— 16 1,000 4,000 19 
17— 18 500 1,000 5,000 19 
19— 22 1,000 4,000 19 
23-— 24 500 1,000 5,000 19 
25- 28 1,000 4,000 19 
29— 30 500 1,000 5,000 19 
31- 34 1,000 4,000 19 
35-— 36 500 1,000 5,000 19 
37— 40 1,000 4,000 19 
41— 42 500 1,000 5,000 19 
43— 46 1,000 4,000 19 
47— 48 500 1,000 5,000 19 
49— 52 1,000 4,000 19 
53-— 54 500 1,000 5,000 19 
55- 58 1,000 4,000 19 
59— 60 500 1,000 5,000 19 
61- 64 1,000 4,000 19 
65- 66 500 1,000 5,000 19 
67- 70 1,000 4,000 19 
71- 72 500 1,000 5,000 19 
73— 76 1,000 4,000 19 
77— 78 500 1,000 5,000 19 
79— 82 1,000 4,000 19 
83— 84 500 1,000 5,000 19 
85— 88 1,000 4,000 19 
89-— 90 500 1,000 5,000 19 
91— 94 1,000 4,000 19 
95- 96 500 1,000 5,000 19 
97-100 1,000 4,000 19 
101-102 500 1,000 5,000 19 
103-106 1,000 4,000 19 
107-108 500 1,000 5,000 19 
109-112 1,000 4,000 19 
113-114 500 1,000 5,000 19 
115-118 1,000 4,000 19 


119-120 500 1,000 5,000 19 
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It is evident from the foregoing discussion that the 
utmost care should be exercised in providing for the pay- 
ment of school bonds and in determining the length of time 
they should run. It is sincerely hoped that it will soon be 
legally impossible to refund school bond issues by floating 
new securities. It is again urged that only the serial plan 
of payment be employed in the retirement of school bonds, 
and that the life of a school bond issue be reduced to the 
lowest practicable minimum. 

Summary. 1. Experience has proved that many of 
the difficulties which have arisen in connection with school 
bond issues are caused by one of two things; (1) an impru- 
dent arrangement for the payment of the securities, or (2) 
the issuance of the bonds for an excessive term of years. 

2. The three plans of retirement that may be used in 
issuing school bonds are illustrated by (1) the straight bond, 
(2) sinking fund bond, and (38) the serial bond. 

3. <A straight bond is one floated for a specified num- 
ber of years, bearing interest annually, semi-annually, or 
quarterly, all the principal being payable at one time. Pay- 
ment of straight bonds is provided for by a single tax levied 
and collected the same year the bonds are due. 

4. A sinking fund bond is a bond floated for a specified 
number of years, bearing interest annually, semi-annually, 
or quarterly, all the principal being payable at one time. 
Payment of sinking fund bonds, as the name implies, is pro- 
vided for by means of a sinking fund which may or may 
not be invested. 

5. A serial bond is one that is retired by payments 
made at regular intervals, interest being paid annually, 
semi-annually, or quarterly as desired. 

6. In seventeen states where sinking fund iP are 
legally permissive, certain restrictions have been imposed. 

7. There are five different plans of serial payment. 
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8. The annuity system of payment is strongly recom- 
mended. 
9. The serial plan is the most desirable plan of retir- 
ing school bonds because of 
(a) Facility of administration, 
(b) Comparative safety against fraud, 
(c) Insurance of the bonds being paid when due. 
10. Thirty-five states have statutory provisions con- 
cerning the length of time for which school bonds may be 
floated. 


CHAPTER VI 


MARKETING SCHOOL BONDS 


School Bonds Promises to Pay. It was shown in Chap- 
ter II that school bonds are funded securities. They are 
promises to pay certain sums with interest, at certain dates. 
Such promises are made by real municipalities known as 
cities, towns, or villages, or by quasi-municipalities known 
as school districts. They are made in order that adequate 
funds for financing public education may be available. Any 
true investment implies divesting one’s self of the posses- 
sion and control of one’s assets and granting such possession 
and control: to another. In other words, when money is 
invested, one party turns over a sum of money to another 
party in return for which the recipient gives a promise to 
pay. Stated in still more simple terms, an investment in- 
volves a loan. In the light of these definitions, it is evident 
that school bonds are real investment securities. 


An Ideal Investment. However, school bonds may be 
real investment securities and still not be easily marketed. 
Therefore, more complete criteria are needed to investigate 
properly the merit of school bonds. Chamberlain, in dis- 
cussing the elements of an ideal investment, makes the 
following statement: 

‘If an investor has obtained (1) security for his prin- 
cipal, (2) a fixed or definite interest, (3) a fair return in in- 
come, and (4) an investment which is salable without diffi- 
culty, and (5) is acceptable as collateral, and (6) is free 
from direct tax, and (7) requires almost no care, and 
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(8) matures after a satisfactory lapse of time, and (9) is in 
convenient units of denomination, and (10) has as good a 
chance of appreciating as of depreciating as its qualities 
become more generally recognized,—that man is to be feli- 
citated. It will be instructive to apply these tests in any 
comparison of securities that we shall have occasion to make 
as our work progresses.” 

After a rather thorough analysis on the basis of these 


points, one becomes convinced that school bonds are very 
good investments. The.security of school bonds is usually 
above that of the average security, the interest is fixed, the 
rate of income is equal to or above thatfrom other municipal 
bonds; they are fairly easily sold, are usually gladly ac- 
cepted as collateral, are free from direct tax, require little 
care, and there is about as much chance of school bonds 
appreciating as depreciating in value. Several of the fac- 
tors which affect the value of school bonds are regulated 
by law. School debt limits were discussed in Chapter IV, 
and provisions concerning the length of term of school bond 
issues were treated in Chapter V. Other factors, concern- 
ing which there has been no little attention paid, are rate of 
interest which may be paid, selling price and denomination 
of school bonds. The main provisions relating to the maxi- 
mum rates of interest permissible are shown in Tables 
XXXV-XXXIX. So long as school bonds may be sold, the 
lowest maximum legal rate possible is probably best. How- 
ever, during 1916-1921 some communities found it impos- 
sible to sell school bonds at the maximum legal rate. Pro- 
vision should be made in such cases to help local authori- 
ties in marketing their school bond issues. 


The two other essentials for an ideal investment given 
by Chamberlain, that are somewhat controlled by legislation 
in respect to school bonds, are the selling price and denomi- 
nation. 
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Selling Price of School Bonds. Twenty-nine states 
have regulated the selling price of school bonds as follows: 
Bonds may not be sold for less than par or less than par 
with accrued interest—In Arizona, California, Colorado, 
Idaho, Iowa, Kentucky, Louisiana, Montana, Nebraska, 
Nevada, New Jersey, New York, North Dakota, Ohio, Okla- 
homa, Oregon, Pennsylvania (for payment of temporary 
indebtedness), South Carolina, South Dakota, Tennessee, 
Texas, Utah, Virginia, Washington, and Wyoming. 


Bonds may or may not be sold for less than par, accord- 
ing to conditions or nature of bonds.—In Indiana, for a bond 
issue not exceeding $50,000 in incorporated cities and towns 
for sites or buildings, at not less than 94 cents on the dollar; 


TABLE XXXV 
Existing Lecant LIMITaTions CoNcERNING THE Maximum Rate 
or INTEREST WHICH MAY BE PaIp ON ScHOOL Bonps IssuED 
IN EASTERN SECTION OF THE UNITED Sratss? 


States Regular Provisions Special Provisions 
New Hampshire 5 per cent 


New Jersey 6 per cent Bonds issued for a school 
of detention, or money 
borrowed by a township 
committee for the main- 
tenance of schools, 5 per 
cent. 


New York 6 per cent 
Pennsylvania Money borrowed as a 


temporary debt, not ex- 
ceeding the legal rate of 


interest. 
Median 6 per cent 
Range 5 per cent—6 per cent 


iCompiled from ‘‘State Versus Local Control of Elementary School Education (Finance)’’ 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22, 
Hood’ s State Laws Relating to Publie Education. 
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TABLE XXXVI 
Existing LEGAL Limrrations CoNcERNING THE Maximum RATE 
or INTEREST WHICH MAY BE Parp on Scoot Bonps IssvED 
IN SouTHERN SECTION OF THE UNITED STATES? 


States Regular Provisions Special Provisions 
Arkansas 6 per cent 
not to be sold below par 

Delaware 6 per cent 

Florida 8 per cent 

Georgia Money borrowed for 
teachers’ salaries, as low 
a rate of interest as 
possible. 

Kentucky 6 per cent 

Louisiana 5 per cent 

Mississippi 6 per cent 

North Carolina _5 per cent 


South Carolina 


Original bonds, 6 per cent 


Tennessee 5 per cent 
Texas 5 per cent 
Virginia 6 per cent 


West Virginia 


In districts having an 
enumeration of youth of 
school age of 300 or more, 
6 per cent. 


Money borrowed to repay 
school claims, 7 per cent. 


Median 


6 per cent 


Range 


5 per cent—8 per cent 


*Compiled from “State Versus Local Control of Elementary School Education (Finance)” 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22, 
Hood’s State Laws Relating to Public Education. 
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TABLE XXXVII 
Existing Lecat Limirations ConcERNING THE Maximum RatE 
oF INTEREST WHICH MAY BE PAID ON SCHOOL Bonps IssuED 
IN GREAT Lakes SECTION OF THE UNITED States? 


States Regular Provisions Special Provisions 
Illinois Common-school district Special school district 
bonds, 7 per cent. bonds, 5 per cent. 
Indiana For sites, buildings, and For constructing a school 
repairs in incorporated building in townships, 
cities and towns, 4-?/; per when indispensably nec- 
cent; for sites, buildings, essary, 8 per cent; for 
and repairs in incorpor- funding or refunding in- 
ated towns of less than debtedness in townships, 
5,000 inhabitants, 5 per 6 per cent; for the same 
cent; for the same purpose purpose in incorporated 
in incorporated towns and _ towns or cities, 4 per cent; 
cities, except cities of the to meet the conditions of 
first and second classes, 5 a gift or bequest for erect- 
per cent; for same pur- ing a school building in 
pose in towns having not incorporated towns, 7 per 
more than 2,000 inhabi- cent; for erecting a school 
tants, 6 per cent. house for a joint graded 
school, upon authoriza- 
tion of the voters resid- 
ing in incorporated towns 
or cities of the fifth class 
and of the voters residing 
in the same township but 
outside such city or town, 
41% per cent. 
Ohio 6 per cent 
Wisconsin 6 per cent Money borrowed for 
teachers’ salaries and 
usual school expenses, 7 
per cent. 
Median 6 per cent 
Range 5 per cent—6 per cent 


3Compiled from ‘State Versus Local Control of Elementary School Education (Finance)’’ 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22, 
Hood’s State Laws Relating to Public Education. 
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in unincorporated districts, to meet the conditions of a gift 
or bequest of $5,000 or more for a school building, at not less 
than 95 cents on the dollar; other bonds in all other districts, 
at not less than par. In Kansas, for school buildings, at not 
less than 95 cents on the dollar; funding and refunding 
bonds, at not less than par. In Missouri, for sites and build- 
ings and for refunding bonds, at not less than 90 cents on the 
dollar; refunding bonds under certain conditions, at not 
less than par. In New Mexico, for buildings at not less than 
90 cents on the dollar; refunding bonds, at not less than par.* 

These provisions have been passed with the aim of as- 
suring the issuing community a fair price for its securities 
and to eliminate as nearly as possible fraud. It seems safest 


to prevent the sale of school bonds at a price less than par. 


TABLE XXXVIII 


Existing LecaL LIMITATIONS CONCERNING THE MAximumM RATE 
or INTEREST WHICH MAY BE PAID ON ScHOOL Bonps ISSUED 
IN GREAT PLAINS SECTION OF THE UNITED STATES? 


States Regular Provisions Special Provisions 
Iowa School building bonds, 6 
per cent. 
Kansas 6 per cent 
Minnesota 7 per cent 
Nebraska 6 per cent 


North Dakota 5 per cent 


Oklahoma Original bonds, 7 per cent Funding bonds, 6 per cent 


South Dakota 7 per cent; not below par 


Median 6 per cent 


Range 5 per cent—7 per cent 


‘Taken from, “State Versus Local Control of Elementary Education (Fina: ie 
Theodore L. MacDowell, United States Bureau of Education, Bulletin No. os. ae 3 
5Compiled from “State Versus Local Control of Elementary School Education (Finance)”’ 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 191 
Hood’s State Laws Relating to Public Education. Besant at 
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TABLE XXXIX 
Existiné Lecan Limirations ConcerRNING THE Maximum Rate 
or INTEREST WHICH MAY BE PaArD on ScHoon Bonps Issuep 
IN WESTERN SECTION OF THE UNITED StateEs® 


States Regular Provisions Special Provisions 
Arizona 6 per cent 
California 6 per cent; not to be sold 
below par. 
Colorado In districts of the third 


class and for refunding 
bonds in all districts not 
exceeding 8 per cent; in 
districts of the first and 
second classes, 6 per cent 


Idaho 6 per cent; not to be sold 
below par. 
Montana 6 per cent 
Nevada 6 per cent; not to be sold 
below par. 
New Mexico Original bonds, 6 per cent Refunding bonds, 5 per 
cent. 
Oregon At a rate not exceeding 
legal interest; not to be sold 
below par. 
Utah 5 per cent 
Washington 6 per cent 
Wyoming 6 per cent 
Median 6 per cent 
Range 5 per cent—6 per cent 


Compiled from ‘‘State Versus Local Control of Elementary School Education Nm nge rs 
by Theodore L. MacDowell, United States Bureau of Education, Bulletin, 1915, No. 22. 
Hood’s State Laws Relating to Public Education. 


108 ScrooLt Bonps 


Statutes relating to the denomination of school bonds 
have been passed in sixteen states and contain the following 
provisions: 


“Denomination of School Bonds. In Michigan and Oregon, 


not less than $50. In New York, in special school districts 
for purchasing sites, etc., $50 or some multiple of $50. In 
South Dakota, $50 or some multiple of $50 not exceeding 
$200. In North Dakota, $50 or some multiple of $50. In 
Utah, $50 or some multiple of $50 not exceeding $1,000. In 
Wyoming, refunding bonds, not less than $100. In Colorado 
and Montana, $100 or some multiple thereof. In New Mexi- 
co, for erecting and completing school houses, not less than 
$25 nor more than $500; in incorporated cities and towns, 
for the purchase of sites, not less than $50. In Kansas, not 
less than $100, nor more than $500; funding and refunding 
bonds, not less than $100 nor more than $1,000. In Indiana, 
not less than $100 nor more than $1,000; funding and re- 
funding bonds, not less than $50 nor more than $1,000; re- 
funding bonds in incorporated towns of not over 2,000 inhab- 
itants, not less than $100. In Oregon (bonds purchased by 
the State land board) and in Kentucky, not exceeding $10,- 
000. In Tennessee, not less than $100 nor more than $100,- 
000. In Louisiana, in a varying amount, depending upon 
the conditions of the bond issue.”” 


When the best authorities agree® that bonds should 
not be issued in amounts less than $100, it seems that some 
states should change the provisions concerning the denom- 
ination of school bonds. 


There seems to be a growing demand for investment 
securities rather than speculative securities. More exten- 
sive and more reliable publicity has helped increase the 
number of legitimate dealers in investment securities and 
to make the path of the proprietor of the bucket-shop more 
thorny than it has ever been before. Because of all these 


7Taken from, “State Versus Local Control of Elementary Education” (Finance), By 
Theodore L. MacDowell, United States Bureau of Education, Bulletin No. 22. 

8Brown, Fraser, Municipal Bonds 
Chamberlain, Lawrence, The Principles of Bond Investment. 
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elements, it would seem that the sale of school bonds would 
be a simple and easy matter, it being only necessary for 
boards of education to establish connections with proper 
authorities and choose the most desirable purchaser. How- 
ever, the process of negotiating a sale of school bonds is 
quite often extremely perplexing and difficult. One of the 
hardest steps in disposing of school bonds is discovering 
available markets for the securities and then determining 
the market on which they should be placed. 


School bonds that have been authorized by a local com- 
munity may be disposed of at present in the three following 
ways: 

(1) By private sale. 
(2) By irregular methods. 


(3) By public sale. 


Private Sale. A private sale of school bonds means 
that the municipality or school district is not required to 
give public notice of an intended sale and thereby get com- 
peting bids. When private sale of school bonds is not 
specifically forbidden, it is permissible, but in the majority 
of states, public sales is definitely required. The private 
sale offers only one advantage to the community over public 
sale, namely, that the sale may be made within a short 
period of time and the bonds may be disposed of when mar- 
ket conditions are favorable. For the purchaser, the pri- 
vate sale diminishes both the amount and the intensity of 
the competition, and thereby enables the purchaser to make 
a lower bid than he otherwise would. A prospective buyer 
of school bonds may also be able to take further advantage 
of a community if he is in possession of advance market 
information. Indeed, a professional bond buyer is very 
likely to be much more familiar with market conditions than 
any of the officials in charge of the selling of school bonds. 


110 ScHooL Bonps 


Again, in a private sale, many bond houses will not be aware 
of the proposed sale and cannot offer bids on desirable 
issues. 

Selling Over the Counter. One type of private sale of 
school bonds which has caused no little comment in the last 
few years is that of direct selling to the investor or selling 
over-the-counter. Under prosperous conditions, a commun- 
ity may market its own securities quite successfully, but 
for a general policy this practice is unsound. When finan- 
cial conditions are not just right, it is exceedingly difficult 
for communities to sell directly, and no banking house will 
buy bonds which have been offered for sale by the com- 
munity save at a market discount. A few years ago, Phila- 
delphia offered $7,000,000, 4 per cent bonds over-the-coun- 
ter. The enterprise was widely advertised as a success. But, 
it was not a success. Only® $1,910,000 were actually taken 
by the public. The commissioners of the sinking fund of 
Philadelphia took $1,225,000, and some twenty-five banks 
and trust companies subscribed large amounts. It is evi- 
dent that in reality the city of Philadelphia acted as an un- 
derwriter of its own issue. All in all, the private sale is 
usually an unsatisfactory method of selling school bonds, 
and unless the local community can act as a board of under- 
writers, the average board of education or city council will 
do well to eliminate it from the possible markets for issues 
they are offering. 

Irregular Methods. The first of the irregular methods 
of marketing school bonds that will be noted here is: 

“Reservation by the state of the right to purchase bonds 
upon stipulated conditions. In Kansas, all school bonds 
must first be offered to the state school fund commission, 
which has the option of purchasing them at not more than 


par. In Oregon, all school bonds must first be offered to the 
state land board, which has the right to purchase them at 


*Dewing, Arthur Stone. ‘‘The Financial Policy of Corporations’. Vol. II p. 147. 
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not more than their par value, at a rate of interest not less 
than 5 per cent per annum. In Texas, the state board of 
education has an option of ten days in which to purchase 
school bonds at the price offered for such bonds by the best 
bona fide bidder.?°” 


A plan whereby a state purchases the school bonds of 
local communities is particularly beneficial to smaller com- 
munities. It is a well known fact that there is a positive 
relationship between population and the credit of a com- 
munity, and for this reason the smaller communities of a 
state are usually forced to float school bonds at a higher 
rate of interest than the larger communities have to pay. 
For example, as is shown by Tables XL and XLI in the state 
of New York from 1916-21, both the gross and net rates 
of interest paid on school bonds by the smaller communities 
were decidedly higher than these interest rates paid by the 
larger communities. Inasmuch as the school bonds of the 
smaller communities are as secure, so far as payment of 
principal is concerned, as are the bonds of the larger com- 
munities, this seems an injustice. To correct this malad- 
justment, and also to lessen the possibility of fraud, a bill 
was proposed in New York in 1922 which provided for the 
purchase at a price not below or above par at a uniform rate 
of interest (if funds be available in the state treasury) of 
all municipal bonds issued in the State of New York, in- 
cluding bonds of school and other special districts. This bill 
was not passed, but such a provision seems to have much 
merit in favor of the smaller communities, and if the rate 
of interest were properly adjusted, it would work no hard- 
ship on the larger communities. 

One of the most interesting of the irregular plans for 
marketing school bonds that have been developed is that 


system perfected in New Jersey, which Fraser Brown, in 
10United States Bureau of Education, Bulletin No. 22, 1915, “State Versus Local Control 


of Elementary Education (Finance),” by Theodore L. MacDowell, District Superintendent 
of Public Schools, Philadelphia. 
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TABLE XL 


Mepran Gross RATE oF INTEREST PAID ON SCHOOL BONDS IN 
New YorkK STAteE 1916-2174 


Community 1916. 1917 1918 1919 1920. 1921 
All Cities12 4.885 4.125 4.625 4.625 000 4.625 
Over 175,000 
All Cities 
Over 50,000 
But Less 4.875 4.58 5.06 4.55 5.10 65.61 
Than 175,000 
All Cities 
Less Than 4.625 4.625 5.08 4.81 5.125 5.376 
50,000 
All Villages 
and Rural 4,765 26.00°>. 5.15 6:09 6.87 63.00 
Districts12 
New York 
State Total 4.64 4:75 6:10 (5.01 5.54 5768 

TABLE XLI 


Mepran Net Rate oF INTEREST PAID ON ScHOOL BonbDs IN NEW 
York State 1916-2124 


Community 1916 “1917 1918" "1919. “1920551988 
All Cities +2 No 
Over 175,000 3209 sons Sig 2420 4.5 issues 4.25 
All Cities 
Over 50,000 
But Less 3.967 4.21 4.58 4.5 4.98 5.12 
Than 175,000 
All Cities 
Less Than 4.00 4.83: 4°75 4.57 34°90) 9) bro 
50,000 
All Villages 
And Rural ALT ATs 495 iy ATSB 2a0e oBa by, 
Districts12 
New York 
State Total 4.14 4.44 4.81 4.59 5.16 5.33 


SS hw 


Compiled from ‘Municipal Bond Sales”, 1916-21, New York City. 
New York City is not included. : 3 ri 
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that very good work, entitled “Municipal Bonds,” discusses 
as follows: 

“The New Jersey Plan. New Jersey has evolved a plan 
peculiarly its own. It has been observed by students of 
municipal finance that municipalities have not always ap- 
plied the premium, the price above par (generally one hun- 
dred) bid for bonds, to the purpose for which the bonds are 
issued. Instances of gross abuse have been common. Some 
years ago, New York city desiring to obtain money for 
current expenses, refunded a large amount of its debt and 
deliberately made the interest rate much higher than market 
conditions required. A large premium resulted, and instead 
of being applied to the purpose for which the bonds were is- 
sued or placed in the sinking fund, this premium found its 
way into the municipal till and was used for current ex- 
penses. To prevent this sort of thing, the New Jersey stat- 
ute now provides that the notice of sale must state the 
amount of money necessary to be raised. The bidder is 
required to state the number of bonds he will take, bidding 
therefor the amount of money necessary to be raised and an 
additional sum of less than one thousand dollars. Suppose, 
for instance, that one hundred bonds of one thousand dol- 
lars each are offered for sale and the amount of money re- 
quired to be raised is one hundred thousand dollars ; a bidder 
may offer to pay one hundred thousand nine hundred dollars 
and to take therefor ninety-nine bonds. This plan has 
worked advantageously in practice and has resulted in abol- 
ishing premiums of more than nominal amounts.” 

State Help In Selling Bonds. One other special method 
of floating school bonds which should be discussed here is 
that employed in North Carolina. Here the local communi- 
ties issue bonds equal to the desired amount of money, turn 
them over to the state, and the state in turn issues state 
bonds, and returns the needed funds to the local communi- 
ties. While this procedure may at first make it possible 
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for the local issuing bodies to obtain funds at a lower rate 
of interest than would otherwise be possible, (since state 
bonds can be sold at a lower rate of interest than the securi- 
ties of smaller corporate powers) according to the opinion 
of expert bond merchants as well as that of some of the best 
lawyers, it will not be long until the credit of a state indulg- 
ing in such a practice will be jeopardized and the rate of in- 
terest on all bonds issued by that state will, of necessity, be 
higher than before. 

Public Sale. A public sale, as the name implies, is a 
sale of which public notice, by advertising, is required. A 
public sale is advantageous to the community issuing the 
bonds, becauge it motivates bidding and thereby increases 
competition. The fact that there is a goodly number of 
prospective purchasers tends to shed more light on the issue 
than there would be otherwise, and thus more protection 
is afforded all concerned. A public sale usually invites the 
bids of bond and banking houses from all parts of the coun- 
try, and thereby increases decidedly the scope of the pos- 
sible market of the issue on sale. To be sure, in a public 
sale, it is possible to lose a very advantageous market since 
it is necessary to wait at least a week and usually longer 
between the date when the issue is publicly offered, bids 
are received, and the successful bidder is determined. As 
has previously been stated, most states require a public sale 
of all municipal bonds. In the light of practice and expert 
opinion, it seems certain that the public sale is the best 
method for the average board of education or city council 
to employ in marketing school bonds. After the market has 
been selected, it is imperative that the authorities strictly 
adhere to the details of sale. Therefore certain dangers in, 
and criteria for, marketing school bonds will now be dis- 
cussed. 

Observance of All Legal Requirements Essential. The 
most essential requisite for the success of a school bond 
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issue is that all legal restrictions or provisions be strictly 
observed. It would be neither feasible nor possible to discuss 
all the causes of illegality here. In the last analysis they 
concern only the issuing community, the bond attorneys, 
and the courts. However, Chamberlain states that the fac- 
tors which most prevalently cause general municipal bonds 
to be declared illegal are legal provisions which have to do 
with 

(1) the authority of issue 

(2) the purpose of issue 

(8) the process of issue 

(4) the violation of debt and tax restrictions 
and this classification may well be applied to school bonds. 
Failure to comply with any element of existing legislation 
makes an issue illegal and, consequently, boards of educa- 
tion and superintendents of schools should exercise great 
care in observing existing statutory provisions. 


(1) Authority of Issue. 

The real, ultimate authority to incur bonded indebted- 
ness for school purposes rests with the constituency, and 
forty-one states have definite statutory provisions which 
designate the persons who are responsible for authorizing 
the borrowing of money and the issuing of bonds. These 
provisions are quite varied in nature and are as follows: 


“In 28 states such responsibility is vested solely in legal 
voters; in 8 states, in legal voters who are taxpayers; in 3 
states, either in legal voters or in school trustees, according 
to the purpose for which, or the district in which, bonds are 
to be issued; in one state, in school trustees alone; in one 
state, either in the township trustee upon authorization of 
the township advisory board, or in school trustees, accord- 
ing to the kind of school unit concerned. 

“Although legal voters most frequently have the actual 
power as to the issuing of bonds, yet in a number of states 
where this is so, local school authorities are intrusted with 
certain minor powers, such as preparing an estimate of the 
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probable amount of money needed, as in Colorado, Michigan, 
Nevada, and Ohio. In Arkansas, for erecting and equipping 
school buildings in special school districts, boards of di- 
rectors prescribed conditions and regulations as to amount, 
time and manner of payment of bonds. In Michigan, before 
bonds may be issued, the school board must pass upon the 
legality of the proceedings in voting the bonds. In Iowa, 
the school board may not attempt to defeat the wish of the 
voters clearly expressed, yet a vote to issue bonds is re- 
garded somewhat as permissive authority. In New York (in 
union free-school districts for building schoolhouses) and 
in Missouri, local school authorities may issue bonds for 
a less sum than the amount authorized by vote. In New 
Mexico, when a school district does not own a schoolhouse, 
the county superintendent has power, upon a petition signed 
by twenty residents, to order the school directors to sub- 
mit the question of issuing bonds for such purpose to the 
voters. 

“Tn the states in which bonds are issued on vote of the 
electors, or of the voting taxpayers, a notice must be given 
either by the district itself or by local school authorities stat- 
ing the time of election, the amount of money to be raised, 
the purpose or purposes for which bonds are to be issued, the 
rate of interest thereon, and the number of years they are 
to run. Although the issuing of original bonds is vested 
primarily in legal voters, the power of renewing, extending, 
and replacing bonds is generally vested in school trustees. 
For example, when school sites are to be purchased, school- 
houses erected, furnished, repaired, etc., the people must 
vote upon the question; but if it becomes necessary to re- 
fund bonds already authorized by the people, local school au- 
thorities have the power to take such action. It should also 
be noted that in some of these states, although the legal 
voters must pass upon the original issue of permanent bonds, 
a school board, in addition to the power of renewing, ex- 
tending, and replacing such bonds, has original power to 
issue temporary bonds or warrants in anticipation of its 
regular income from taxes.®” 

As was pointed out in Chapter I, forty-six states have 


provisions concerning the purposes for which school bonds 


Theodore L. MacDowell. ‘State Versus Local Control of Elementary Education’ 
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may be issued. While these purposes range from the erec- 
tion of buildings to the payment of teachers’ salaries, most 
of the states have recognized that school bonds should be 
issued only for purposes of capital outlay. 

Probably more blunders are committed in “process of 
issue” than in all other channels of error, and for that rea- 
son the major portion of the remaining discussion in this 
chapter will be devoted to this matter which so vitally af- 
fects the marketing of school bonds. The factors concerning 
which there has been most frequent legislation, and which 
prove most troublesome to those marketing school bonds 
are: 

1. All records pertaining to the issue including 
Minutes of board of education or council 
Forms of resolution authorizing issue. 

Forms of notice of election. 
Form of ballot. 
Notice of sale. 
Form. 
Frequency. 
f. Form of bid. 


2 es oe 


2. Rate of interest. 
8. Minimum legal selling price. 
4. Type of bond. 
a. Registered as to 
Principal. 
Interest. 
b. Unregistered as to 
Principal. 
Interest. 


5. Denomination of bonds. 
6. Where payable 

a. Interest. 

b. Principal. 
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7. When payable 
a. Interest 
b. Principal. 

It seems unbelievable that any community would fail 
to observe all legislation which affects the issuance of its 
bonds, but the following discussion by Chamberlain indi- 
cates that such is the case. 


“Invalidity more often arises from minor errors con- 
nected with the process of issue. Advertisement may have 
been omitted, or may have been insufficient. Flotations of 
Philadelphia, New York, and Plainfield, New Jersey, have 
been declined lately on the score of insufficient advertise- 
ment; of Peru, Indiana, and Reading, Ohio, because of errors 
in the details. It seems hardly possible that a municipality 
could mistake a law so apparently simple and general as 
that requiring the price to be at par or above; but Matrona 
County, Wyoming, sold an issue of 4s at par without includ- 
ing accrued interest, and a resale some months later was re- 
quired for validation. Oneonta, New York, committed an 
equally incomprehensible blunder four years ago in selling 
an issue bearing an interest rate in excess of what was legal. 
The bonds were issued as 414s, but the village was not al- 
lowed to sell anything higher than 4s; and the bonds had to 
be remade and sold as 4s. A school district of North Hemp- 
stead, Long Island, recently had a large issue refused be- 
cause the resolution failed to state the rate of interest, or 
the maturity of the bonds. An excellent illustration of the 
nice regard for detail necessary in the process of municipal 
bond issue, comes from Boston. A few years ago the Council 
of that city voted certain appropriations to be met by a 
bond issue. A rumor was circulated to the effect that one 
member of the council had left the meeting before the vote 
was taken. A denial was immediately forthcoming. But 
since the vote had been closed, the mayor called for a repas- 
sage of the ordinance, in order not to prejudice the bidding 
for that issue.” 

When such incidents as these are possible, caution can- 


not be over-recommended. 


1sLawrence Chamberlain. ‘The Principles of Bond Investment.” 
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The last phase of legislation which Chamberlain de- 
clares is the most commonly ignored or misinterpreted is 
that pertaining to existing debt limits on a community, and 
has been discussed in Chapter IV. 

It seems to the author that the factor which, next to 
legal provisions, is most potent in the sureness or failure of 
selling a school bond issue is the publicity given to it. 
Whether the state statutes require it or not, all bond issues 
should have wide and sound publicity. Many states have 
recognized the importance of sound publicity by making 
special provisions concerning the advertising of school 
bonds. The New York statute governing the sale of school 
bonds is as follows: 

“All bonds hereafter issued by any municipal corpora- 
tion, or by any school district or civil division of the state, 
shall be sold, in the case of a city of the first class as re- 
quired by its charter or by any special act under which such 
bonds are issued, in the case of a city of the second class as 
required by section sixty-one of the second class cities law, 
and in all other cases at public sale not less than five nor 
more than thirty days after a notice of such sale, stating 
the amount, date, maturity and rate of interest, has been 
published at least once in the official paper or papers, if any, 
of any such municipality, provided that if there is no news- 
paper published in the county in which such bonds are to 
be issued, or a copy thereof shall be sent to and published 
in a financial newspaper published and circulating in New 
York City.” 

However, it is quite possible, and indeed in many in- 
stances, very probable that authorities in charge of mar- 
keting school bonds support the principles that have 
just been propounded, but do not know the kind of adver- 
tisement to run in a paper nor do they know the names of 
sound and reliable financial papers. To be sure, by a process 

15Cons. Laws. Chap. 24, Sec. 9. 
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of trial and error, it is usually possible to discover the 
proper publications, but the following list of financial pub- 
lications with the comments of Fraser Brown as given in 
“Municipal Bonds” will serve as a safe guide to channels of 
publicity, it is believed, to all those contemplating the sale 


of school bonds. 

“The Bond Buyer (New York, N. Y.) This publication 
(issued daily and weekly) is the technical organ of the mu- 
nicipal bond business, being devoted exclusively to this one 
class of securities. It is the paper usually selected by munic- 
ipalities in which to publish bond sale notices, bond calls, 
etc. Municipal bond dealers, banks operating bond depart- 
ments, and important investors in municipal issues depend 
mainly upon the Bond Buyer for information relating to new 
state, city or municipal bond issues. Circulation is national. 

“The Commercial and Financial Chronicle (New York, 
N. Y.) The Chronicle is the standard weekly financial jour- 
nal of the United States and is found in the offices of bank- 
ers, brokers and financial institutions, and is quite widely 
read by investors. It has a ‘State and City Department’ in 
which is published news of current municipal finance. Cir- 
culation is national. 

“The Wall Street Journal (New York, N. Y.) This is 
the leading financial daily, and enjoys a wide circulation 
among bankers, brokers, investors, etc. Banking and cor- 
poration news and the stock, bond and money markets are 
carefully covered. Circulation is national. 

“Boston News Bureau (Boston, Mass.) In New Eng- 
land, the Boston News Bureau virtually duplicates the Wall 
Street Journal. These two publications are closely allied. 

“The Manufacturers Record (Baltimore, Md.) This 
paper is the leading trade journal of the South. Depart- 
ments are devoted to construction and financial news, in 
which considerable attention is given to public improvement 
work and public finance. Carries a considerable number of 
official notices of southern municipal bond offerings. Cir- 
culation is national. 

“The Economist (Chicago, Ill.) The leading financial 
weekly of the Middle West. Devoted to general financial 
and real estate news. Local circulation. 
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“The Commercial West (Minneapolis, Minn.) Financial 
weekly of the twin cities district. Devotes about a page to 
municipal finance in its own district. Carries some local 
bond advertising. 

“The Coast Banker (San Francisco, Cal.) Leading bank- 
ing and financial paper of the Pacific Coast. Circulation 
local. Issued monthly. 

“Pacific Banker (Portland, Ore.) A banking and in- 
vestment weekly covering Oregon, Washington, and vicinity. 
Reaches local municipal bond dealers.’’!® 

The particular form of “ad” that is run in a financial 
publication advertising a school bond issue is of no serious 
consequence in itself. All “ads” should give the amount of 
the issue, the issuing body, the rate of interest to be paid, 
date bids are closed, date and time of proposed sale, address 
of authorities in charge of sale, and the place where a pros- 
pectus may be obtained. Of practically equal importance 
with advertising is the prospectus which the issuing author- 
ities should prepare to be offered concerning the issue. The 
content of such a prospectus may be divided into two major 
parts as follows: 

A. General financial statement of the community. 

1. Estimated value of all taxable property in the 
issuing corporate body. 

2. Assessed value of all taxable property for pre- 
ceding year. 

8. Per cent assessed value is of actual value. 

4, Total tax rate against community per $1,000 
actual value (including state, county, schools, 

road, water, and all other special districts.) 

B. General information concerning the offered issue. 

1. Purpose of issue—(to build what buildings, 
etc.) 

2. To be paid, maturity dates. 

8. Rate of interest, plan of payment (optional or 
callable.) 

4. Maturity dates, dates and places of payment of 
principal and interest; denominations of bonds; 
registry of bonds as to principal or interest. 

1sFraser Brown. “Municipal Bonds.” 
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5. Security of issue—(mortgage) other special 
provisions as setting aside funds to retire bonds 
from the first school monies collected. 

6. Method of bids, forms, amount of money that 
must accompany bids as a guarantee of good 
faith, date when checks of unsuccessful bidders 
will be returned. 

7. Who will bear expense of printing bonds and 

attorney’s fees; will trustees or commissioners 

fee be paid? 

Sections of the statute authorizing issue. 

Past record of issuing body in debt assumption ; 

number of issues defaulted, contestations, etc. 

10. Date bonds will be dated. Date from which 
purchaser must pay interest to issuing body; in 
what specie will bonds be paid for, check, cash, 
etc. 

11. Date, hour and place of sale. 

Very good examples of a prospectus and an “ad” con- 
cerning a school bond issue are those presented by the 
board of education of Fort Smith, Arkansas, April, 1922, 
in The Bond Buyer. 


6 00 


Prospectus 
Fort Smith School District Bond Issue, 1922. 

1. It is proposed that this school district shall author- 
ize and sell school building bonds to the amount of $100,000 
to pay for a twelve-room school building to be erected in 
Main Addition to the City of Fort Smith, and an administra- 
tion building to be erected on lots one and two, block 25, 
Fitzgerald Addition. 

2. At this time the district has outstanding bonds (5s) 
to the amount of $418,000, maturing over a period of 30 
years or until 1951. These outstanding bonds mature seri- 
ally in such amounts that the annual interest and principal 
payments approximate $22,500. They are secured by a 
mortgage on all school district property which is or may be 
used hereafter for school purposes. 

The new issue will bear interest at the rate of 5 per 
cent. They will be non-optional for payment before matur- 
ity. They will be spread over a period of 15 years so that 
approximately the same amount will meet the interest and 
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principal payments each year. See schedule of maturities 
attached hereto. Interest will be paid semi-annually, on 
January 1st and on July 1st. The principal payment will 
be made on July Ist of each year. The place of payment of 
both principal and interest and the denominations of the 
bonds will be made to suit the purchaser. The bonds are 
not to be registered as to the principal or interest. 

4, The entire issue contemplated will be secured by 
a mortgage on all school district property used for school 
purposes. The district agrees further to set aside, out of the 
first monies that may come into its hands each year, a sum 
sufficient to pay the interest and the principal for the year 
in question. 

5. It is proposed to sell this issue of bonds at public 
auction to the highest and best bidder; the board reserving 
the right to reject any and all offers. It is agreed that all 
offers are made subject to approval as to legality of the 
issue by an attorney selected by the purchaser. The suc- 
cessful bidder must accompany his offer with a certified 
check for $5,000, made payable to the Fort Smith School 
District as a guarantee of good faith. Checks of unsuccess- 
ful bidders will be at once returned after the successful 
bidder has been determined. 

6. The school district expects the purchaser to bear 
the expense of printing the bonds and the attorney’s fee 
for approval of the issue, and all other fees except as herein 
stated without cost to the district. The school district will 
pay the trustee’s fee of one-eighth of one per cent on each 
bond and one-fourth of one per cent on each interest coupon. 

7. It is proposed to issue these bonds under the author- 
ity conferred on the board of school directors by state law. 
See Acts of 1917, No. 180 approved March 6, 1917; see also 
Crawford & Moses Digest, 1921. No. 8984 et seq. Pages 
2311-13. 

8. This district has never defaulted or compromised a 
bond payment and there has never been a contest or any liti- 
gation concerning the validity of any bond issue by this 
district. 

9. Bonds will be dated April 1, 1922. The purchaser is 
to pay the district accrued interest from date until the date 
of delivery. The purchaser will be expected to have his 
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attorney promptly pass on the legality of the issue. The dis- 


trict will furnish copies of all proceedings and other docu- 
ments attorneys may require. The purchaser is to pay 
promptly in cash for bonds when approved, executed, cer- 
tified and delivered. 

10. The sale will be held at the office of the Board of 
Education, 706 First National Bank Building, on Saturday, 
April 15, 1922 at 10:00 A. M. 

Some of the data suggested in this prospectus may 


seem exceedingly simple, but such is not the case. For ex- 
ample, the term “bonded indebtedness” may mean net debt 
or gross debt against the issuing body only, while the terri- 
tory occupied by it may be coterminous with from one to 
three other corporate bodies. For instance, a community in- 
corporated as a school district may also be incorporated as a 
city water district, improvement district, etc. The bonded 
debt statements of communities have for long been the bane 
of bond attorneys’ existence. In the majority of the states 
the maximum legal debt limit is some fixed per cent of the 
assessed valuation. While it is true that debt limits oper- 
ate separately and not collectively on corporate bodies that 
are coterminous, it is evident that there is possibility of 
many discrepancies in determining debt limits in actual 
sums. 

Expert Legal Counsel Essential. In selecting legal 
counsel great care should be exercised to choose a man who 
is particularly well qualified both by education and experi- 
ence to give advice on the issuance of bonds. In many com- 
munities none of the resident lawyers will qualify for this 
service, and in such cases an outside man should be em- 
ployed. Quite frequently the board of education selects a 
lawyer for political purposes only. Such practice very often 
produces disastrous results. The consulting attorney should 
be engaged before any resolution or motion of any sort has 
been passed by the board, and should remain the adviser of 
the board until the final sub-contract is fulfilled. The 
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attorney of the board, and not the architect’s adviser, should 
manage the architect’s contract. 

The author cannot urge too strongly that a board of 
education be sure that the consulting authority is thoroughly 
competent to give the best advice obtainable. Since it is so 
easy to commit gross errors, such as using the wrong form 
for resolutions, not advertising according to legal require- 
ments, etc., which may invalidate a bond issue; money 
spent in retaining counsel for the prevention of these errors 
is indeed wisely invested. In fact, a bond expert not uncom- 
monly saves the amount of his entire fees to the board at 
the time of authorization or at the time of sale, of school 
bonds. 

In some states, the state department of public instruc- 
tion can render much valuable service in the preliminary 
work involved in marketing school bonds, but such advice 
in no way lessens the need of the approval of a well-quali- 
fied practicing attorney. 

Temporary Investment of Bond Sale Proceeds. Many 
times school bonds are sold and the money is available be- 
fore the buildings for which the bonds were sold have been 
completed or the equipment has been bought. Indeed, the 
bond money often remains in the hands of the board of edu- 
cation for a considerable time before it is used. When such 
is the case, the “bond money” should, of course, be put out on 
short term loans. In fact, a board of education should pre- 
pare for such an exigency as suggested above and should 
be in a position to loan “bonded money” advantageously. Ar- 
rangements for loaning the proceeds of a bond sale should 
be made by a board of education some time before the bonds 
have been sold. Unless a formal agreement is made before . 
the bonds are sold, the board of education is forced to invest 
the funds at the dictation of the local bankers. If proper 
foresight and discretion are exercised in connection with the 
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temporary investment of money derived from the sale of 
school bonds, many communities will save a half year or 
even a year’s interest on a school bond issue. 
In conclusion then, the most essential requisites for the 
successful sale of school bonds are 
(1) The strictest and most careful adherence to 
all legal requirements. 
(2) Public sale. 
(3) Wide publicity in sound financial publications, 
and 
(4) The advice of recognized legal opinion. 


TABLE XLII 
FINANCIAL STATEMENT OF Fort SmitH, ARKANSAS 


Estimated actual value of 


All'taxable-property in the district... ......0:<....0+-«8%508 $65,000,000 .00 
Assessed value of all taxable property in the district equalized 
LOPS 2 Is oe Sees cass, he Ses, sca e weenie el aia See cere 22,000,000 .00 


Benefits assessed against all taxable property for state, county, 
schools, roads, city, and improvement districts, 1921, 


ce 


(approx. 
Rate per SLOOO of actual value... . 0.2 ..s2cscnss chee 
Total bonded indebtedness of district including this issue....$ 518,000.00 


950,000 .00 
14.00 


WD ERerAEn Ge LOGN CSG peer at. llega ak ay5. ete Se wee eeenaka tine area None 

ax income:or districts annuals. .¢2 2 eeras es selena 290,000.00 
Otheriincome of district, annual. .<c.52 <6 ecee vim ace ce 10,000 .00 
Total income from all sources, annual...................-. 300,000.00 


Total operating expenses of district, including interest and 

principal payments on outstanding bonds, for year ending 

ine sO eLO21> (Approx:) peas comics ee a eee 300,000.00 
Total value of school buildings and grounds as appraised by 

a committee consisting of all local bankers and one real 


estate (Lealers Piety ck chi. socteha, ues | Sle Ne ee eee 1,200,000 .00 
Population of present’ year.<. 0 ov .can, uaeicees anionic nec ee 28,000 
Population of Fort Smith, 1922 (estimate). ...............0.0000. 31,000 


Sohoolenrallmentcanuary. 1922) 4, ane sire eerereee een ere 6,500 
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EXAMPLE OF AN ADVERTISEMENT OF A SCHOOL 
BOND ISSUE 


$100,000 
Fort Smith, Arkansas 


School District Bonds 


$100,000—5 per cent School Building bonds 
for sale at public auction to highest bidder, on 


Saturday 


April 15, 1922. 
at 10:00 A. M., at the office of the School Board. 
For prospectus write, 
Board of Education, 
Fort Smith, Arkansas. 
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Summary. 1. According to Chamberlain the essen- 
tials of an ideal investment are 
(a) Security of principal. 
(b) A fixed or definite interest. 
(c) A fair return in income. 
(d) An investment which is salable without diffi- 
culty. 
(e) Acceptability as collateral. 
({) Freedom from direct tax. 
(g) That it require little care. 
(h) That it mature after a satisfactory lapse of 
time. 
(i) Convenient units of denomination, and 
(j) That it have as good a chance of appreciating 
as of depreciating as its qualities become 
more generally recognized. 
2. Thirty-nine states have legislation concerning the 
maximum rate of interest that may be paid on school bonds. 
8. Twenty-nine states have statutes relating to the 
selling price of school bonds. 
4. Sixteen states have regulated the denomination of 
school bonds by means of legislation. 
5. The three possible ways of marketing school bonds 
are 
(a) By private sale. 
'(b) By irregular methods. 
(c) By public sale. 


Public sale is usually the best method. 

6. It is very necessary to observe carefully all legal 
requirements in marketing school bonds. 

7. Expert legal opinion should always be employed 
in marketing school bonds. 


CHAPTER VII 


RECORDING SCHOOL BONDS 


It is most important to keep accurate and complete 
information concerning bonds issued for school purposes. 
Plans of different maturity schedules were presented in 
Chapter V. However, the adoption of a schedule does not 
necessarily mean its enforcement, and consequently record 
forms and blanks are badly needed in the accounting of 
school bond issues. 

A serious discrepancy of the sinking-fund plan of re- 
tiring bonds is the difficulty and labor involved in keeping 
records. However, wherever the sinking-fund plan or the 
serial plan of retirement is employed, the greatest care must - 
be taken to keep adequate and accurate records. 

This being the case, it is necessary to determine what 
facts are desired and needed concerning school bonds, and 
how such facts may be used. 

Some of the data for which there is need in most com- 
munities are assessed valuation of taxable property, maxi- 
mum amount of school bonded indebtedness permitted by 
state, total outstanding school bonded indebtedness, total 
amount of bonds maturing each year, lands, building, or 
equipment bought by the money raised by bonds, rate of in- 
terest, dates when and place where interest is to be paid, 
dates when and place where principal is to be paid, pur- 
chase of bonds, selling price of bonds, etc. 

Samples of forms for recording certain data concern- 
ing school bond issues which were compiled by Strayer and 
Engelhardt are shown in Forms 1-4. 
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NAME OF CITY 
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Strayer Engelhardt, School Record Series. C. F. Williams & Son, Albany, N. Y. 
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FORM 2 
Totat Amount oF Bonps IsSUED FOR...............+.-SCHOOL 
SHowi1ne Date, AMouNTs AND Maturity oF Bacu Issuz 
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2Strayer — Engelhardt School Record Series. C. F. Williams & Son, Albany, N. Y 


132 


Year of Purchase 
of site 


Date of Construction 


Cost of Land & 
Grading 


Cost of Building 
Constructions 


Cost of Furniture and 
Fixed Equipment 


Cost of Architects’, 
Engineers’, Brokers’ & 
Supervision Services 
Total Cost 


Type of Material Used 
in Construction 


Manner of Payment 


Number of Regular 
Classrooms 


Names of all Special 
Rooms 


Remarks 


ScHoot Bonps 
FORM 2 (concluded) 


Original ) First |SecondjThird|Fourth, Fifth | Total 
Site or |Addi-| Addi- | Addi-| Addi-| Addi- 
Building] tion | tion | tion] tion tion 


3See report of the Committee on School Building Measurements, Ameri i 
of Architects, Washington, D. C. (1919) for method of calculating costs, i ce 
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FORM 3 
Summary oF Toran Amounts oF PRINCIPAL AND INTEREST DUE 
Eacu Fiscan YEAR ON BONDED INDEBTEDNESS 
FOR ScHoOoL PurPosss* 


Year Year ear 
Page’ Series School| —-—— 


Principal] Interest | Principal] Interest| Principal | Interest 


Totals for each year 


4Strayer — Engelhardt School Record Series. C. F. Williams & Son, Albany, N. Y. 
5Indicate page of detailed record for each issue. 
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FORM 4 
DerarLeD RECORD OF ALL IssuES oF ScHoot Bonps or® 


City State 


Series of. 


Date of Issue Month Day Year Purpose of Issue 


Number 
of each 
denomination 
Kind of Bonds ee S100 DUE $1000 
number number number 
Total Amount of Issue________—~———*+|'—SCORate of Interest 
Provision for Payment Maturity Date 


Purchaser Sale Price 


Present Holders 


Record of Annual Amounts of Principal and Interest Payable? 


Serial Amount {Interest Due |Annual Amount} Balance of 


Dates |Number of Each Year | of Principal Principal 
Pay- of Bond | Principal on and Interest | Out-standing 
able Payable | Payable | Entire Series Payable Each Year 

Total 


‘Strayer — Engelhardt School Record Series. C. F. Williams & Son, Albany, N. Y. 
'This record may be completed as soon as bonds are issued. 


ReEcorping ScHoot Bonps 135 


Forms 5-8 are used in Spokane, Washington, and have 
proven quite satisfactory. 


FORM 5 


Bonp Repemption Funp — ANALysIs oF RECEIPTS, SHOWING 


THE AMOUNT RECEIVED FROM EACH LEVY 


September... 
October.... 

November. . 
December.. . 
January.... 
February... 
March..... 


Levy| Levy} Levy] Levy| Levy} Levy| Levy] Total Other Total 
for | for | for | for | for | for | for | for |R’p’ts 
19 19 19 19 19 19 19 |Taxes 
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FORM 6 
Recorp or LEVIES ror Bonp REDEMPTION FuND 


19- (219 |..19 | -29 | 49:)) 19 | 19.) 192) Total 
Date 
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FORM 7 


Recorp oF Bonp REDEMPTION FuND PAYMENTS 


Annexed Districts....... 
Total Bonds. .......... 


WRLCLESUM Toa ches a, 


Total Payments........ 
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FORM 8 


Form To REcorD PAYMENTS OF INTEREST AND PRINCIPAL 


Interest 


Principal 
Coupon| Date Date Date Date- Balance 
No. Due | Amt. Paid Due Amt. Paid Due 


re ea eee 


As is the case with other school records, bond records, 
such as provided for in Forms 1-8, should be kept in the 
office of the superintendent. School bonds can be properly 
accounted for only by such records as these. 


CHapter VIII 


SOME FUNCTIONS OF STATE DEPARTMENTS OF 
EDUCATION IN ISSUING SCHOOL BONDS 


In the preceding chapters certain criteria have been 
presented for the issuance and sale of school bonds. Among 
the most important of these are the justification of pro- 
posed school bond issues on the basis of fact as well as 
Opinion and the strict observance of all legal requirements. 
As was pointed out in Chapter IV, it is sometimes well nigh 
impossible for superintendents to get comparable data sim- 
ilar to those suggested in Chapter IV. Not infrequently, a 
state department of education could be of great service to a 
community which is contemplating issuing school bonds by 
furnishing financial data such as those presented in Chap- 
ter IV. 

In addition to assisting those issuing school bonds to 
strictly adhere to all legal requirements, state departments 
of education may also be of great help in furnishing 
financial data for basis of comparison. In most states the 
use of certain definite forms are required in the issuance 
of school bonds. For example, in the state of New York, 
special forms are required concerning the following func- 
tions involved in issuing school bonds; (1) resolution calling 
special meeting, (2) notice of special meeting, (3) proof of 
service of notice in common school district, (4) proof of 
publication of notice in union free school district, (5) proof 
of posting notice in union free school district, (6) resolution 
authorizing levy of tax in installments for a new school 
building, (7) resolution for new site or addition to old site, 
(8) resolution of board authorizing bond issue, (9) notice 
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of bond sale, (10) proof of publication of notice of bond sale, - 
(11) proof of posting notices, (12) bond without coupons, 
(13) bond with coupons, (14) title of indorsement, and (15) 
certificate of proceedings. In order to help communities 
to adhere to these forms the state department of education 
in New York has issued a handbook which contains the fol- 
lowing forms as well as the laws authorizing the issuance 
and sale of school bonds: 


IssuE AND SALE oF BonpDs 


1—Power to issue bonds. The law provides that trustees or 
boards of education are “authorized, whenever a tax shall have been 
voted to be collected in instalments, for the purpose of building a new 
schoolhouse, or building an addition to a schoolhouse, or making 
additions, alterations or improvements to buildings or structures 
belonging to the district or city, or for the purchase of a new site, 
or for an addition to a site, or for the purchase of land or buildings 
for agricultural, athletic, playground or social center purposes, to 
borrow so much of the sum voted as may be necessary, at a rate of 
interest not exceeding six per centum, and to issue bonds or other 
evidences of indebtedness therefor, which shall be a charge upon the 
district, and be paid at maturity, and which shall not be sold below 
par” (see Education Law, section 480, subdivision 1.) 

Money may not be borrowed and bonds issued for a purpose not 
specified in this section. Movable furniture, apparatus and fixtures 
may not be purchased from the proceeds of bonds sold. The resolu- 
tion usually authorizes and directs the board of education or trustee 
to borrow money and issue bonds therefor (see forms Nos. 6 and 7), 
but this is not essential so long as the resolution directs that the tax 
voted be collected in instalments. It is preferable to authorize the 
bond issue, and the forms herein provide for it. The law further 
authorizes the board of education or trustee to fix the rate of interest 
and this should be observed and followed unless emergency arises 
making it necessary to increase such rate. 

The statute directs the board of education or trustees to issue 
and sell the bonds. They may not exceed the amount voted by the 
resolution, but if in their judgment the proposed building or improve- 
ment may be erected in accordance with the plans and specifications 
adopted and approved by the department, or the lands may be ac- 
quired, for a less sum than that voted, the amount of bonds issued 
and sold may be less than the amount voted. The number of instal- 
ments in which the tax is to be collected is prescribed by the resolu- 
tion and this is binding upon the trustee or board. But the amount of 
each instalment and the denomination of each bond may vary in 
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accordance with the amount of money required for the purpose for 
which it was voted. 

2—Resolution of trustees or board of education authorizing bond 
issue. In a common school district having a sole trustee, it is not 
required that the trustee take any formal action prior to the sale. 
In such district the trustee should immediately give notice of the 
bond sale. 

In union free school districts, and in common school districts 
having more than one trustee, the board of education, or board of 
trustees, should hold a meeting and adopt a resolution providing for 
the issue and sale of district bonds. The resolution may be in the 


following form: 
FORM 9 
RESOLUTION OF Boarp AUTHORIZING Bonp IssuE 
Resolved, That pursuant to a resolution adopted by the qualified 


SlECbOTS OL neem | = ees SL school district No.__-- of the town of 
(union free or common) 

i ee COUNT VOTe seer eee Pat Ae oe eee oe es 

(annual or special) 

meeting duly called and held on the____-____-_ day Ot ay see eu nens 

19____, and in accordance with the authority conferred upon this 


board by section 480 of the Education Law, this board of___---____ 
Ls St Bee ati borrow on the credit of said district the sum of 


pean terre Subse aT Ae dollarse($22--2 2 Auer e yy 
and issue district bonds therefor in the said sum of________________ 
eek ee a dollars ($.---_--_----_), each of said bonds 
tombeninetnerdenomination’ Of. e- 2-2... 222 Soe ee dollars 


(annually or semi-annually) (bank or trust company) 


holder thereof at New York Exchange, on the-_------__--_-_-_ day of 
uo eee as eae in each year that any of said bonds are outstanding. 
Saidmbonds shall ibe dated_2- 222. 2222-220 _..-, 19____and one of 
such bonds shall mature on the---___---------- day sores ee 
19____ and one bond shall mature___-_-_---_-_--_------- thereafter 
(annually or semi-annually) 

Orig NG pee eee oe ASV SEOL Sear ea Soe ae , until all of such 
bonds have matured. Said bonds shall not be sold at less than their 
par value. 

Resolved, That a public sale of such bonds shall be held at 

f 


o'clock inst 222 oot noon. 
This resolution must be entered in full in the minutes of the 
meeting by the clerk. 
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3—Notice of bond sale. The law requires “notice of the time 
and place of the sale of such bonds shall be given by the trustees 
(of a common school district) or board of education (of a union free 
school district) at least ten days prior thereto by publication twice in 
two newspapers, if there be two, or in one newspaper, if there be but 
one, published in such district. But if no newspaper shall then be 
published therein, the said notice shall be posted in at least ten of the 
most public places in said district ten days before the sale” (Educa- 
tion Law, section 480, subdivision 2). 

Section 9 of the general municipal law provides that “all bonds 
hereafter issued by any municipal corporation, or by any school dis- 
trict or civil division of the state, shall be sold, in the case of a city 
of the first class as required by its charter or by any special act 
under which such bonds are issued, in the case of a city of the second 
class as required by section sixty-one of the second class cities law, 
and in all other cases at public sale not less than five or more than 
thirty days after a notice of such sale, stating the amount, date, 
maturity, and rate of interest, has been published at least once in the 
official paper or papers, if any, of any such municipality, provided 
that if there is no official paper, then such notice of sale shall be 
published in a newspaper published in the county in which such bonds 
are to be issued, or a copy thereof shall be sent to and published in a 
financial newspaper published and circulating in New York City.” 

If there are one or more newspapers published in the district, the 
notice must be published, and need not be posted. There should be 
wide publicity given to the sale. If there are no newspapers pub- 
lished in the district, the notice must be published in a newspaper 
published in the county or in a financial newspaper published and cir- 
culating in New York City, in addition to posting in ten of the most 
conspicuous places at least ten days before the sale. The provision 
as to posting, in those districts in which newspapers. are not pub- 
lished, is mandatory. It is also suggested that copies of the notice 
be mailed to bankers and others known to have money to invest in 
municipal securities. The notice may be in the following form: 


FORM 10 
Notice oF Bonp SALE 
Noticens: hereby’ given that thes... > 0 2 eae eee 


See ee oe te ee Sh Ae (op weep a ese red AL 
board of education) (union free or common) 
school district No.__.________ tQuynnof ssh See een 
COUR Olena eens ee will receive sealed proposals (or, in 
case bonds are sold at auction, “will sell to the highest bidder”) at 
SS Ra ee ee In. the 222 Snes see 


’ : ‘ (village or city) 
Of. 22 ee ee until (or “at,” in ease bonds are sold 
SURAUCTION) es see = eee ee o’clock in the_....= noon, on the________ 
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dapiegeg uae , 19__-. (for the purchase of) bonds of said 
diatriet ofthe sdenomination ‘ofsic22 .-5oh0.5--.2..24.-..4- dollars 

LN SEL LL OT ) numbered from 1 to__--__--__-- inclusive and bear- 
ing interest at the rate of______ per cent per annum, payable annually 
BtetherMinst Nationals bankwotsesee ose se CS owl to the holder 
thereof in New York exchange. Said bonds will not be sold below 
Wars willbenGa reds soe sree wee La ih) Se 19____, and one of such 
ponds will mature.‘on the: first day of /2.2 2-228. ouL el sy ke ea 


and one bond mature annually thereafter on the first day of 

pore ete Ore See ee until all of such bonds shall have matured. 

Purchasers will be required to deposit with their bids in cash, 

by certified check or by bank draft ten (10 per cent) of the amount 

of such bonds and pay the balance with accrued interest when such 

bonds are delivered. The right to reject any and all bids is reserved. 
BREA TSG Es bh OR eg cla ea See Oe 2 eo ee ppp Eee 

(Trustee, board of trus- 

tees, or board of education 

OL Ges Ole RN Sie eae 


Bonds may be sold either by receiving sealed proposals for the 
purchase thereof, or at public auction to the person who bids the 
highest amount therefor. The notice must specify how the bonds 
are to be sold. The above notice may be modified as indicated, so as 
to provide for sale by either method. 

If the notice has been published as required by law in one or more 
newspapers in the district, proof of publication should be made in 
the following form: 

FORM 11 


_ ProoFr oF PUBLICATION OF NoTICE oF BOND SALE 
STATE OF NEW YORK) 


ss. 
GOUN TYe) OBees 22285 

tempera tae | OF Ba ee Ns being duly sworn says that he is the 
MANA ser AOiewa ee tees eS » a newspaper published 
within union free school district No._------- stow Oba: fed ee ta) 


and that a notice of the sale of bonds of said district, a copy of which 
is hereto attached, was published in said newspaper twice as follows: 
once in the issue of eal Sire eS eo , 19_-__, and once in the issue 
fi Cid cn SU) ed a , 19_-___ (Deponent further says that the 
is the only newspaper 


NOTARY PUBLIC 
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If two newspapers are published in the district, the last sentence 
should not be inserted and an affidavit of publication should be ob- 
tained from the publisher or manager of each newspaper. 

If there are no newspapers published in the district the clerk of 
the district, or the trustee, who posted the notices in ten conspicuous 
places in the district must make the following affidavit: 


FORM 12 
Proor or Posting Novices 
STATE OF NEW a te 
ss 


GOUNTY4OR Deere. J 
SO Bie 2 es ee , being duly sworn, says that he 
isetherclerk (0f4 22e-c eee ase ee school district No._---_- 
(union free or common) 
OTOL oe ee etn cee ee , county. of..2-25223 eee F 
ana Tthatom NG. senha eee Cay.0f. oes eee 7 aoe he 


posted ten copies of the notice of sale of bonds, a copy of which is 
hereto annexed, in said district as follows: one on the door of the 
schoolhouse of said district, one in the post office at_________________ 
one at (state the ten places where the notices were posted.) 

Sworn to before me ne 


NOTARY PUBLIC 

In districts where no newspaper is published, there should also 
be furnished proof of publication of such notice in a newspaper of 
the county or in a financial newspaper of New York City. 

4—Conduct of sale. The sale of bonds must be conducted at the 
time and place, and in the manner specified in the notice. The trus- 
tee, board of trustees, or board of education should meet at the time 
and place specified and open the sealed bids which are submitted. If 
the sale is by public auction, the trustee, or president of the board, 
should call for bids. The bonds should be declared to be sold to the 
person who offers to pay the greatest amount over and above the par 
value of the bonds. The bonds may not be sold for less than par. If 
no proposals or bids are received, or if those made are not to advan- 
tage of the district, the trustee or board may adjourn the sale and 
cause a new notice to be given. 

The board of trustees or board of education should act as a 
body in transacting the business of selling the bonds. The proceed- 
ings of the meeting should be entered upon the minutes. If the dis- 
trict has a sole trustee, he should cause the clerk to enter in the 
minutes of the district a statement of the names of the persons who 
submitted proposals or made bids, the amount bid by each person, and 
the name of the person to whom the bonds were sold. A similar 
statement should be entered upon the minutes of the board of trustees 
or the board of education by the clerk. 
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5—Forms of bonds. The bonds should be in some suitable form 
definitely specifying the obligations of the district, the time and place 
of payment of interest and principal, and such other matters as are 
usually contained in municipal bonds. Blank forms may be obtained 
of persons engaged in the business of preparing corporate and munic- 
ipal bonds. It is advisable in case of the issue of any considerable 
number of bonds to have them printed. They should be typewrit- 
ten, if not printed. The purchaser of the bonds should be consulted 
as to the form of the bonds, but in no event should they bind the dis- 
trict in any particular not within the provisions of the resolution 
adopted by the district meeting and the terms of the sale. 

The following forms are inserted for the guidance of trustees 
and boards of education. The bonds may be either with or without 
coupons as agreed upon by the parties. 


FORM 138 
Bonp WirHoutT Coupons—UNITED STATES OF AMERICA, 
State oF New YorrK 


(union free or common) 


aistrict "NOe-—ss2 2 = OLRCNETtOWH sOl a2 ete see eee ee ee » county of 
ee Se ee , State of New York, for value received, hereby 
acknowledzeatselt indebted tO.s]n2s22- 2222S ee a ee 
eee en A eS and promises to pay to the said 
mets eR ie a oe ee eee or assigns the sum of 
sal! ae CMDS ee eh 5 id ed eee dollars lawful money of the United 


States at the First National Bank of___---_----------------- SING Ye; 
Onnvoesirsteda yeOls ts 5 ee eee ee , A. D. 19_-_-_, together 
with interest thereon at the rate of_.___-_-_---- per cent per annum, 
payable annually (or semi-annually) at the said bank on the first day 
eee ner Seren ae OE Se in each year until the prin- 


cipal sum herein mentioned is fully paid. The interest on this bond 
as it becomes due shall be remitted to the registered holder hereof 
in New York exchange. 

This bond is transferable only at the office of the clerk of said 
aelen Mpeg AS dustricte NOssaat- ont =e ee SS towneer 

(union free or common) 
ag OE lp tS ge such transfer to be endorsed thereon by the said 
district clerk. 

This bond is one of a series of__._____----____----- bonds of like 
tenor and amount, but maturing at different dates, numbered from 
ONC LOwe a oe oe inclusive, issued pursuant to the pro- 
visions of the Education Law and the acts amendatory thereof and 
supplemental thereto, and by authority of the majority of the legal 


voters of the above named_-_-------------------------- fanaa pk ese 
(union free or common) 
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school district voting at a district meeting held on the-------------- 
Gee Oldcn S03.0..86s ens deel oo. ee , 19____, and is issued to provide 
funds for the erection of a new schoolhouse (or other purposes to be 
stated) in said school district. . 
It is hereby certified that all acts, conditions and things required 
to be done precedent to and in the issuance of this bond have been 
properly done and performed in regular and due form as required 
by law and that the good faith and credit of said union free school 
district .NO..2-S-seeneS] are hereby pledged to the payment of the 
principal of and the interest on this bond as the same shall become 
due. 
In “With6ss wherdot; the- 22-2225. 22 eee eee 


ee ee ee. eee of saidzex 4-232 eee 
board of education) (union free or common) 

school district No.--------- > LOW Of. 2 ee 

oLsthercount vot s225502 5-42 Sen , have hereunto set 

their, hands this_—-<-—— day, 6fs.<2. 192<e5 

Ts (Trustees or board ‘of. ‘education 

OL 22 ote ee eee 

school district NG.22- 22S aes 

Lown! Of S242 ese eee ) 


The following form of registration should be printed on the back 
of the bond: 
STATE OF NEW YORK) 


ss. 
COUNTRY 20 Bere. a= s-00 see 
(Sse a i hain hae, eee Me ane aap Ee ay 7 Clevk: 0f2. 2222-222 eee 
% f (union free or common) 
school district No.__------ “tow 0fosos. eS eee Fs 


do hereby certify that the within bond was this day duly registered in 
my oficeviin the name "ofl-4.. -2_ 22s 20 ee Se eee eae 
In witness whereof, I hereunto set my hand this 
et Ee oo day <.6f2 es sea ea 1 ee 
DISTRICT CLERK 
The following blank form of record of transfer should also be 
printed on the back of the bond: 


’ 


Date of Registry | In Whose Name Registered | Transfer Agent 
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FORM 14 


BonpD witH Coupons—UNITED STATES oF AMERICA, 
STATE OF New Yor«K 


(union free or common) 


school distvict, NOs oe. 22 MOLGt Nex cCO Wi Ole eke oe Let . 
county OE Ne ee ee ee LL? , State of New York, for value re- 
ceived, hereby ackowledges itself indebted to____________________- of 


Pepe seg ne re eee ow Me a Ee and promises to pay to the said 
wal lips oR} eA Ma Lie NSE a Sa fn or assigns the sum of 
apt See TS ae ee dollars lawful money of the United 


tates at the BPirst National Bank of 22-0222 —2222 Leek wuNs: Yi, 
On ther hiretuda yrOl seo ony kk) oh ey , A. D. 19_-__, together 
with interest thereon at the rate of___________ per cent per annum, 
payable annually (or semi-annually) in New York exchange at the 
Said. bankvon the first day of22.5....-0 2. , in each year 


until the principal sum herein mentioned is fully paid, upon the 

presentation and surrender of the proper coupons hereto attached. 
This bond is transferable only at the office of the clerk of said 

eS ee ae ce school district No. 


wht el ioe Caer a Leatet Open oe ee eee such transter®to) be 
indorsed thereon by the said district clerk. 
This bond is one of a series of________--_- bonds of like tenor 


and amount, but maturing at different dates, numbered from one to 
joao Gs a inclusive, issued pursuant to the provisions of 
the Education Law and the acts amendatory thereof and supplemental 
thereto, and by authority of the majority of the legal voters of the 
above named school district voting at a district meeting held on the 
Bi heel 28 geal oe day Lee eee ae ee eee OSes Angels 
issued to provide funds for the erection of a new schoolhouse (or 
other purposes to be stated) in said school district. 

It is hereby certified that all acts, conditions and things required 
to be done precedent to and in the issuance of this bond have been 
properly done and performed in regular and due form as required 
by law, and the faith and credit of said school district are hereby 
pledged to the payment of the principal of and the interest on this 
bond as the same become due. 


In witness whereof, the trustees (or board of education) 


Pie REM Walch a cS ee le a ee ee school district 
(union free or common) 

ING eee eae PLOW MEOlee tee eee eee , of the county 

Oi ety ee ened NSS , have hereunto set their 


hands this_----- LAG Ob oe ee ee SEL Oa, 
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(Trustees or board 
of education of__-- 


SS Rin oe eee eee school 
eer ea district. Nau a=-=— 
ped Rah len. Re A towel o..2>-2=5—) 
GCOUDOHUN Om eeencaeasece=s-sene 
Lei ee ee on eee ae oe ae school district No,-4---22=== === 
(union free or common) 
Ortho Now (Ole-sees eens 7 COUNLY Ol escenee ease ae eee , will pay 
the bearer at the First National Bank of*.-.--.-- 222-2 =e > 
JN PR a ae a ee eee a dollarsion ‘the Ist ‘day of-.2-- ===" >= Sees i 
19____, yearly (or semi-yearly) interest on bond No._------------- 
TRUSTEE 


The following form of registration should be printed on the back 
of the bond: 
STATE OF NEW ne} 
ss 


COUNTY ON eseesec. 2s 
pee ate ee ee » Cerk ef. 22 =e. ae 
(union free or common) 
school district No._--------- j LOWN 0 ao ee ee ee eee Ppe Pee ee 


do hereby certify that the within bond was this day duly registered 
inemVvioticesin.the name: Of 2. 4222.25 25-55 eae ee 


LAVOE 2 te ere oe ee oa i) eee 


DISTRICT CLERK 
The following blank form of record of transfer should also be 
printed on the back of the bond: 


Date of Registry | In Whose Name Registered | Transfer Agent 
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Each bond should contain as many coupons as interest payments 
are to be made on such bonds. A bond which runs for five years and 
on which the interest is payable annually should contain five coupons; 
if interest is payable semi-annually there should be ten coupons. 

The title or indorsement on the outside of such bonds, when 
folded, should be in the following form: 


FORM 15 


TITLE oF ENDORSEMENT—UNITED STATES OF AMERICA, 
STATE oF New York, Bonpd oF 


(.- Reade school district No..-____ PBLOWIOL re eee ee ) 
Dee eee Ree 
LB ROY el 9 rai an ae pe ke Aste Lowes. 
INLeCeSt pee cere Se eee per cent. 
Payable annually (or semi-annually) 
) rpeeete prmnee oe ie gas 1st 


Principal and interest payable at the First National Bank of 
Linea Ce eR eS eee es , N. Y. Interest to be remitted annually 


(or semi-annually) on the Ist day of_..___...-_______ , to the regis- 
tered holder hereof in New York exchange. 


6—Certificates of proceedings. The purchaser of district bonds 
will require a certified copy of all proceedings to ascertain if such 
proceedings have been in conformity to law and if such bonds may, 
therefore, be legally issued. A copy of the following proceedings 
should be furnished: 

a—In a common school district having more than one trustee, 
and in a union free school district, the resolution adopted at a meet- 
ing of the board of trustees or board of education authorizing a spe- 
cial meeting of the district. 

b—Copy of notice of special meeting. 

c—Proof of service of such notice. 

d—Copy of proceedings of the meeting including the resolution 
adopted. 

e—In a common school district having more than one trustee and 
in a union free school district, a copy of resolution of board authoriz- 
ing the bond issue. 

f£—Copy of notice of bond sale and proof that such notices were 
published or posted as required by law. 

g—The names of the trustees or members of the board of educa- 
tion of the districts. 

These papers should all be put together in good form and the 
clerk of the district should attach thereon his certificate which may 
be in the following form: 


150 ScHoot Bonps 
FORM 16 


CERTIFICATE OF PROCEEDINGS 


STATE OF NEW YORK) 
Ss. 


COUNTY OR aaceees. 5 
ee a arenas Se pap apy ms pay ee , @lerk of-.<2-2-222eeeeep eee 
(union free or common) 
school district No..._-------- , of the town 0f-.22 22-2. 22-—- eee 
COUNTY ROS oe ae eee an a ee tome , do hereby certify that I have 


compared the papers attached hereto with the original papers and 
records on file in the office of the clerk of said district and that the 
same are true copies of such papers and records and the whole 
thereof. 


DISTRICT CLERK 


In addition to the foregoing a certificate should be obtained from 
the Commissioner of Education certifying that the plans and specifica- 
tions have been approved by him as required by section 451 of the 
Education Law. This certificate should be attached to the certified 
proceedings described above. Such certificate may be obtained on 
application to the Commissioner of Education. Such application 
should show the number of the district and the name of the town in 
which it is located and the date on which such plans and specifications 
were approved. 


The state department of public instruction in Wiscon- 
sin has also issued a general handbook relating to school law, 
but it is not as detailed in regard to issuing bonds as is the 
New York handbook. The state department in Wisconsin 
has prepared a sample ballot for its union free high school 
districts, a sample of which appears in Form 17. 

Such a ballot as this is required by law in many states, 
and under such conditions must, of course, be used. How- 
ever, this kind of ballot is most confusing to voters and 
should be discarded unless it is legally required. 

It seems to the author that many other state depart- 
ments of public instruction could well emulate New York and 
Wisconsin in assisting local communities in the issuance of 
school bonds. 


FORM 17 
OPrrioriaL BALLoT 
If you desire to vote for the question, the resolution, make a 
cross (X) or other mark in the square after the word “yes” under- 
neath such question and resolution; if you desire to vote against the 
question, the resolution, make a cross (X) or other mark in the 
square after the word “no” underneath such question and resolution. 


Shall the following resolution be adopted? 

BE IT RESOLVED that to provide means for the erection of a 
school building and to equip the same with heat, light, ventilation or 
other necessary apparatus, the sum of Twenty-five Thousand ($25,- 
000.00) Dollars be borrowed by the De Forest Union Free High School 
District, joint town of Windsor and village of De Forest, Dane 
County, State of Wisconsin, to bear interest at 5 per cent per annum, 
payable annually, said principal to be payable in annual installments 
as hereinafter defined, the last of which payments of principal shall 
be payable not exceeding fifteen (15) years from the 1st day of Febru- 
ary next ensuing. 

_ BE IT FURTHER RESOLVED that for the purpose of borrowing 
said moneys, and to secure such loan, bonds of said De Forest Union 
Free High School District, joint town of Windsor and village of 
De Forest Dane County, State of Wisconsin, be issued and sold, and 
more particularly as follows: 

Said bonds shall be in denomination of $500.00 each, and con- 
secutively numbered, beginning with Number “1” and ending with 
Number “50.” They shall bear date on the 1st day of April, 1923, 
and shall be payable, both as to principal and interest, in lawful 
money of the United States at the De Forest State Bank in the village 
of De Forest, Dane County, State of Wisconsin, as follows: 

Bonds 1 to 2 inclusive April 1, 1924. 
Bonds 3 to 4 inclusive April 1, 1925. 
Bonds 5 to 7 inclusive April 1, 1926. 
Bonds 8 to 10 inclusive April 1, 1927. 
Bonds 11 to 13 inclusive April 1, 1928. 
Bonds 14 to 16 inclusive April 1, 1929. 
Bonds 17 to 19 inclusive April 1, 1930. 
Bonds 20 to 22 inclusive April 1, 1931. 
Bonds 28 to 26 inclusive April 1, 1932. 
Bonds 27 to 30 inclusive April 1, 1933, 
Bonds 31 to 34 inclusive April 1, 1934. 
Bonds 35 to 38 inclusive April 1, 1935. 
Bonds 39 to 42 inclusive April 1, 1936. 
Bonds 43 to 46 inclusive April 1, 1937. 
Bonds 47 to 50 inclusive April 1, 1938. 

Said bonds shall bear interest at the rate of five (5%) per cent 
per annum, payable annually on the 1st day of April of each year, 
upon interest coupons which shall be attached thereto for the pay- 
ment of such annual interest at the De Forest State Bank in the 
village of De Forest, Dane County, State of Wisconsin. 

Said coupons attached to each bond shall be consecutively num- 
bered, beginning with Number “1” as the number of the first install- 
ment of annual interest upon said bonds, “2” as the number of the 
second installment of annual interest upon said bonds, and so on. 

The said bonds shall bear date on the 1st day of April, 1923, which 
shall be the date of said bonds. 

BE IT FURTHER RESOLVED that the form of said bonds and 
coupons attached thereto, shall be such as may be necessary and re- 
quired for their negotiation and sale, and in conformity and as by 
law provided. 

BE IT FURTHER RESOLVED that the value of all taxable prop: 
erty in the said De Forest Union High School District, joint town of 
Windsor and village of De Forest, Dane County, State of Wisconsin, 
of the last preceding five valuaticns thereof is that to-wit: 

For the year 1917 $4,235,858 

For the year 1918 4,490,481 

For the year 1919 4,653,254 

For the year 1920 4,966,711 

For the year 1921 4,844,522 
and the average of such values is the sum of $4,638,165.20, that there 
are no outstanding bonds of said district, but there is an application 
of said district to the State Trust Fund of the State of Wisconsin for 
a loan amounting to $25,000.00, moneys to be borrowed and used jn 
the erection of a school building. 

BE IT FURTHER RESOLVED that to provide for the principal 
of said loan, the said bonds, and the annual interest thereon as it falls 
due, there is hereby levied an annual tax upon all taxable property, 
real and personal, in said De Forest Union Free High School District, 
joint town of Windsor and village of De Forest, Dane County, State 
of Wisconsin, in addition to all other taxes, sufficient to pay when 
due the interest annually to become due on said bonds and also to pay 
and discharge the principal thereof at the time the same shall be due, 
as follows: 

For the year 1923 there is hereby levied the sum of Two Thou- 
sand Two Hundred Fifty ($2,250.00) Dollars for the payment of inter- 
est and the payment of principal upon bonds numbered 1 and 2. 

For the year 1924, there is hereby levied the sum of Two Thous- 
and Two Hundred ($2,200.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 3 and 4. 

For the year 1925, there is hereby levied the sum of Two Thou- 
sand Six Hundred Fifty ($2,650.00) Dollars for the payment of interest 
and the payment of principal upen bonds numbered 5 to 7 inclusive. 

For the year 1926, there is hereby levied the sum of Two Thou- 
sand Five Hundred Seventy-Five ($2,575.00) Dollars for the payment 
of interest and the payment of principal upon bonds numbered 8 to 
10 inclusive. 

For the year 1927, there is hereby levied the sum of Two Thou- 
sand Five Hundred ($2,500.00) Dollars for the payment of interest and 
the payment of principal upon bonds numbered 11 to 13 inclusive. 

For the year 1928, there is hereby levied the sum of Two Thou- 
sand Four Hundred Twenty-five ($2,425.00) Dollars for the payment 
of interest and the payment of principal upon bonds numbered 14 to 16. 

For the year 1929, there is hereby levied the sum of Two Thou- 
sand Three Hundred Fifty ($2,350.00) Dollars for the payment of 
interest and the payment of principal upon bonds numbered 17 to 19. 

For the year 1980, there is hereby levied the sum of Two Thou- 
sand Two Hundred Seventy-Five ($2,275.00) Dollars for the payment 
of interest and the payment of principal upon bonds numbered 20 to 
22. 

For the year 1931, there is hereby levied the sum of Two Thou- 
sand Seven Hundred ($2,700.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 23 to 26. 

For the year 1932, there is hereby levied the sum of Two Thou- 
sand Six Hundred ($2,600.00) Dollars for the payment of interest and 
the payment of principal upon bonds numbered 27 to 30. 

For the year 1933, there is hereby levied the sum of Two Thou- 
sand Five Hundred ($2,500.00) Dollars for the payment of interest and 
the payment of principal upon bonds numbered 31 to 34. 

For the year 1934, there is hereby levied the sum of Two Thou- 
sand Four Hundred ($2,400.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 35 to 38. 

For the year 1935, there is hereby levied the sum of Two Thou- 
sand Three Hundred ($2,300.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 39 to 42. 

For the year 1936, there is hereby levied the sum of Two Thou- 
sand Two Hundred ($2,200.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 48 to 46. 

For the year 1937, there is hereby levied the sum of Two Thou- 
sand One Hundred ($2,100.00) Dollars for the payment of interest 
and the payment of principal upon bonds numbered 47 to 50. 

BE IT FURTHER RESOLVED that the proper officers of the 
De Forest Union Free High School District, joint town of Windsor 
and village of De Forest, Dane County, State of Wisconsin, take all 
steps necessary and required by law to fully carry out the purposes 
of this said resolution. 


Yes [] No [] 
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GLOSSARY 

Amortization—The retirement, payment, and the re- 
moval of debt. 

Annuity System—A schedule for paying off a bond 
issue by annual payments on principal. 

Annual Interest—Interest paid each year. 

Assessed Valuation—Estimated value. 

Authorized Issue—A legalized issue. 

Below Par—Less than face value. 

Bonded Debt—Debt secured by bonds. 

Bond—An instrument issued by a corporate body in 
order to borrow money, in which the issuer promises to pay 
within a stated time a certain gE Mis sum with interest 
at some fixed rate. 

Coupons—Little promissory notes attached to coupon- 
bonds in the form of coupons, one note maturing on each 
interest date. 

Coupon-bonds—Negotiable instruments that ordinarily 
do not have on them the name of the owner. Therefore, 
they pass from hand to hand like bank notes. 

Capital Outlay—The payment of money for anything 
which results in an increase in the total amount of perma- 
nent property possessed by the school system. 

Corporation—A legal person, perfectly distinct from 
the members which compose it, having a special name and 
having such powers, and only such, as the law prescribes. 
A corporation can sue and be sued, have a common seal and 
have a continuous legal existence. 
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Current Expense—Running expenses. 

Date of Bond—Date on which interest begins. 

Debenture—An unsecured loan. 

Debt. Service—The payment of interest and the pay- 
ment of principal of bonds and short term loans. 

Denomination—Size of bond. 

Discount—When a bond sells at less than par value the 
discount equals par value minus selling price. 

Direct Obligation—Obligation on a tax levying body. 

Escrow'—Escrow is the practice of depositing papers 
or securities with a third party to be held until a designated 
event takes place. For example, a municipality may deposit 
its bonds with a bank, and the purchaser may pay the pur- 
chase price to the same bank, the transaction to be con- 
summated when proof in stipulated form is deposited with 
the bank that no litigation exists with regard to the issuance 
of the securities or the purchase of property for which the 
bonds are issued. 

Face Value—Par or full value. 

Floating Bonded Debt—Debt which is to be paid within 
a short time after assumption, usually one year. 

Gross Bonded Debt—Securities for which payment is 
provided by bonds. 

Gross Rate of Interest—Quoted rate. 

Gross Yield—See gross rate of interest. 

Income Basis—Rate paid after premium or discount 
has been considered. 

Interest—Money paid for loan of principal. 

Interchangeable Bonds—Registered bonds which may 
be changed for coupons, or coupon bonds that may be 
changed for registered bonds. 

Legal Rate of Interest—Per cent which may be paid 
for loan of principal, determined by law. 

Maturity Schedule—Retirement plan. 


1Fraser Brown. ‘Municipal Bonds.” 
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Municipal Bond—Bond issued by a municipality. 

Net Bonded Debt—Gross debt minus floating debt and 
amount in sinking fund if one exists. 

Net Rate of Interest—See income basis. 

Net Yield—See income basis. 

Par—F ull, or face value. 

Pay as You Go Plan—Provides either a single tax levied 
and collected the same year in which the buildings are 
erected and equipped, which shall be large enough to pay 
for the required property, or that a certain portion of each 
year’s school taxes shall be laid away, thereby forming a 
sinking fund which will be sufficient to pay for new sites 
and buildings as needed. 

Premium—Bonds are sold at a discount, at par, or ata 
premium, e. g., a $100 bond sells at $101. The $1 is the 
premium. 

Principal—The amount borrowed. 

Private sale—No publicity. 

Prospectus—A statement concerning the financial 
status of school district or city—past debt record of corpor- 
ation, etc. 

Public Sale—A sale which is advertised. 

Quasi-Municipality—Municipality usually created for 
some one particular purpose, e. g., school district. 

Real Municipality—A corporate body having authority 
to engage in a wide range of activities. 

Registered Bond—One in which transfer of title is 
accomplished only by indorsement on the back of the instru- 
ment by the payee: i. e., the person in whose name it is 
registered. 

Reinforced Obligation—A security whose payment is 
assured by a mortgage, lien or posted security. 

Retirement of Bonds—Paying principal and interest. 
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Sales Value—Transfer or marketable value. 

School Bond—Any interest-bearing contract issued by 
any incorporated community for school purposes. 

Sealed Bids—Bids sent in sealed packages. 

Selling over the Counter—Selling directly to buyers 
thereby eliminating all middlemen. 

Serial Bond—A serial bond is one that is retired by pay- 
ments made at regular intervals, interest being paid annu- 
ally, semi-annually, or quarterly as desired. 

Sinking Fund—A bond whose payment is provided for 
by means of a sinking fund which may or may not be 
invested. 

Straight Bond—A straight bond is one floated for a 
specified number of years, bearing interest annually, semi- 
annually or quarterly, all the principal being payable at one 
time. 


APPENDIX B 


The states included in the different sections are as 
follows: 

Section A. Eastern (Industrial), including Connecti- 
cut, Maine, Massachusetts, New Hampshire, New Jersey, 
New York, Pennsylvania, Rhode Island and Vermont. 

Section B. Southern States, including Alabama, Ar- 
kansas, Delaware, District of Columbia, Florida, Georgia, 
Kentucky, Louisiana, Maryland, Mississippi, North Carolina, 
South Carolina, Tennessee, Texas, Virginia and West 
Virginia. 

Section C. Great Lakes (Manufacturing), including 
Illinois, Indiana, Michigan, Ohio and Wisconsin. 

Section D. Great Plains (Agricultural), including 
Iowa, Kansas, Minnesota, Missouri, Nebraska, North Da- 
kota, Oklahoma and South Dakota. 

Section E. Western, including Arizona, California, 
Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, 
Utah, Washington, and Wyoming. 
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BoNDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN Hastern SECTION oF UniTep States (1902-1921)* 


Connecticut 


Thou- 
Year pan 
Per 


ar 
ie} 
So 
iw) 
iw) 
rare 
o 
bo 
oO 


1903 65> 97-9 
1904 
1905 525 3.3 
1906 55 3 
1907 175 8 
1908 560 2.2 
1909 366 «2.3 
1910 195 1.3 
1911 700 4.7 
1912 60 4 
1913 414 1.6 
1914 2145 8.6 
1915 1085 3.9 
1916 917. 4.2 
1917 =2086 14.1 
1918 420 3.3 
1919 1843 10.8 
1920 1593 5.8 
2.8 
3.7 


Maine Massa- 
chusetts 
Thou- Thou- 
sands sands 
of *) Per’ of Per 


60 


New. 
Hampshire 


New Jersey 


ote <Per of 


1902-21 741.6 
1902-06 855 1.2 
1.3 


1907-11 1996 2.2 


399.2 2.26 


1912-16 4621 4.0 


924.2 3.76 


1917-21 7360 5.9 


205 
41 


262 
52.4 


1360 


1472 «87.386 272 


1All tables in Appendix B were com: 
of Annual Supplement—Commercial an 


6 2079 20.2 975 

597 8.5 160 2.3 755 

-L 26138 12.8 10. 1. 32194 

lL 3289 20.7 150 .9 2094 

sleet 194 Se 6.4 1899 

6 1046 5.1 30 .1 2878 

3303 13.1 4037 

5 2075 13.2 15 .1 21384 

2629 17.9 380 .2 4270 

2119 14.2 1384 .9 3962 

5 1151 8.3 20 .1 3389 

3409 13.0 4142 

2120 8.5 70 .3 3724 

6 2997 10.6 100 .4 4007 

lL 4009 18.4 43 .2 3744 

4.8 23845 16.2 4  .04 1204 

353 2.8 300 2.4 2063 

20; 82167 .12 Tee 18h tl eAese 

-( 3494 12.7 668 2.4 60438 

- 6097 11.6 963 1.8 13550 

-5 49086 12.2 2882 .7 70846 
2454.3 144.1 3542.8 

lL 9772 13.5 320 4 [917 
-18 1954.413.72 64 .66 1583.4 

2 1117T2 123° 209° 2 1678) 
2 =2234.412.7 41.8 .26 3356.2 

2 13686 11.9 283 ..2 19016 
24 2737.211.76 46.6 .2 3803.2 

1.1 14456 11.6 2120 1.7 27142 
1.84 2891.211.2 424 1.76 5428.4 


19.44 


piled from Annual Volumes of State and City Section 
d Financial Chronicle, New York City. 
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Bonvep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN HAsTERN Section or Unirep States (1902-1921) 


(Concluded) 
New York Pennsylvania ae Vermont Eastern 
Island See. of U. S. 
Thou- Thou- Thou- Thou- Thou- 
Year eee sands sands sands sands 


Per of Per of Per of, Per of Per 
Dollurs Cent Dollars Cent Dollars Cent Dollarscent Dollars Cent 


1902 4533 44.0 2407 23.4 308 10294 99.9 
LIOS ee so9Se sor.0 1298) 18:67 100° 1:4. 30 | 44 6998" 99:9 
1904 10897 58.3 4019 19.7 620 3.0 638 3 20480 99.9 
1905 7983 50.8 1801 11.3 20) 9 ne 15875 99.9 
1906 14418 176.7 872 46 800 16 82 £.2 18792 100.0 
LOOM (amet aie eel Clo uesc.o S00) 15070 | 9.3: 9 20685).99.7 
1908 12808 50.1 4318 17.2 146 .6 25172 99.9 
1909 8270 52.6 2417 154 300 1.9 66 £.4 15718 100.0 
1910 4954 33.8 2540 17.3 40 .38 14658 99.9 
LOLI Gl27 41.2. 1702) 11-4 7 .6 60 .4 14879 99.9 
1912 6268 45.4 2695 19.5 145 1.0 138796 99.8 
191S9bLo 436.7) 8271 31-67 318 1-2, 20) <1 ° 26189) 100.0 
1914 9900 39.5 6964 27.8 125 .5 30 £.1 25088 190.0 
1915 11125 39.4 83802 29.4 422 1.5 28212 100.0 
1916 5774 26.5 6078 27.8 1200 5.5 52 £.2 21832 100.0 
1917 4868 33.6 3288 22.7 8 .1 42 £.8 14495 100.0 
1918 2912 22.8 6733 52.7 12781 100.0 
1919 5596 32.8 28838 16.9 17046 99.9 


1920 6881 25.0 7893 28.6 660 2.4 145 .5 27577 100.0 
TODS! 7 Omerd4-6 11186 21-3) 570°) 11 370 1 52443 99.8 


1902-21 169869 42.2 87440 21.7 5199 1.3 865 .2 402960 100.1 
1902-21 8493.45 4372 259.95 43.25 20148 


1902-06 41824 57.7 10397 14.3 1075 1. 72389 99.8 
8364.8 56.26 2079.415.5 215 1 14477.8 99.98 


2 

2 
1907-11 46936 51.6 12756 14.0 821 236 =.8 «91112 100.2 
9387.2 49.82 2551.213.98 164.2 .9 47.2 .3 18222.4 99.78 

2 

2 

2 


1912-16 42682 387.1 32305 28.1 2065 1.8 247. .2 115117 100 
8536.4 87.5 6461 27.22 413 1.76 49.4 .28 23023.4100.06 


1917-21 38427 30.7 381982 25.6 1288 1. 257 .2 124842 99.5 
7685.4 29.76 6396.428.44 247.6 .72 51.4 .2 248684 100.22 
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BonpDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN SOUTHERN SECTION OF UNITED STATES (1902-1921) 


Alabama Arkansas Delaware Florida Georgia 
Thou- Thou- Thou- Thou- Thou 
Year sands sands sands sands sae i 


of Per of Per of Per of Per 
Dollars Cent DollarsCent Dollars Cent Dollars cent poliars Cone 


1902 yay Yrs 45 5.9 
1903 10 ee 56 6.9 
1904 289 19.9 154 10.6 
1905 80 §65.8 67 4.4 80.5.3 
1906 20 Neste Rls MR WAI 5 We? 7 4.8 108 6.9 
1907 By wl) aly eee ps OS 83 2.9 69 2.4 
1908 135 Bb 20% 10:8) 20 8 Lt 5 188 7.9 
1909 GO2) 10:95 (27 4.6see A 10 oan eke 3.3 
1910 103 1.8 863 6:20 20 2 104 72:8) 6iaumeiee 
1911 33 “) +580. 911 20 3 OS 1 7296 Seen 
1912 93 1.5 349 5.6 20 oo 1dh 2 2490 
1913 IO 3.0) 282 5.0 40 ol 6 GOT 12:45 25454 
1914 49 ASE ae a 1015 18:8 206 °2:8 
1915 30 3 403 3:8. 150 1.4 1618 15.3 295923 
1916 288 2.8 146 1.5 [66 97.1 1262 0ee6 
1917 A105 5.1 Oils 8.3 5 «Lk: © 814.10:15 SIGS eee 
1918 65 11) 210) 3.6 289 5.0 107 1.9 
1919 1225 8.0 8384 5.5 161E eo Sis 4.8 
1920 120 1.0 3862 3.0 1319 11.0 3891 32.4 
1921 565 5.3 73 2 (50: "256926 2 3:d 1405 4.7 
1902-21 5372 3.3 5421 3.9 440 .8 9534 6.8 9419 6.7 
Yearly 
Av. 
1902-21 268.6 271.05 22 476.7 470.95 
1902-06 3874 6.1 230 3.8 20 3° 142. (2:35 449 7.3 
74.8 5.9 46 3.0 4 3 28.4 1.8 88.6 7.1 
1907-11 988 4.2 1687 7.2 155 7 306 1.23 1404 6.0 
Gwe CR BYR EG Bul 9 61.2 1.4 280.8 5.9 
1912-16 625 1.6 1854 3.4 210 5 4227 10.6 1269 3.2 
125 Heys Paylin eee § eb, 5 845.410.8 2538.8 3.3 
1917-21 3385 4.8 2150 3.0 55 1 4859 6.9 6803 8.9 
OT 451— 4380) 4. 17 1 971.8 7.8 212.9 6.60 
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BonDED INDEBTEDNESS ASSUMED ANNUALLY For SCHOOL PURPOSES 
_In SOUTHERN SECTION oF Univep StavEs (1902-1921) 


(Continued) 
N. Carolina S. Carolina Tennessee Texas 
Thou- Thou- Thou- Thou- 
Year sands sands sands sands 


of Per of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent Dollars Cent 


1902 SP AES og We 48 6.2 76 9.9 279 ~=—«- 36.8 
1903 2Gnmoce 80 9.9 87 10.8 PH kel. 
1904 56 = 3.9 35 2.4 23 1.6 486 33.4 
1905 VG8eee OLS wee to 8.0 204 138.5 315 20.9 
1906 54 —Css 3.4 53 3.4 24 1.5 382 24:8 
1907 Po2e ee O:4ee Se 6.4 504 17.8 1085 36.6 
1908 134 5.6 230 9.7 5 ne 385 16.2 
1909 Ubye a PRY 3:9 1092 18:0 17387 28.7 
1910 35 6 154 2.6 760 18.0 2455 41.9 
1911 186 2.9 249 3.9 O230 14 fe 2266 eeoo.6 
1912 2teps GS SE) 1.8 2 Om ees ee De, 
1913 571 10.2 U5 (@ee 2. Smee LOnemesosg 
1914 L405 ee UO 1.5 CNIGS GH ERIE eyes) 
1915 (ie SYR eae) 48 1378 13:0 3110 29:4 
1916 526 5.38 189 1.9 A420. 4.254315 7 43.2 
1917 403 Gee chia PAIL Pal, GIGS Pa Sew 
1918 454 7.9 31 as AST o.4 0 2018) 44.6 
1919 13885 9:1 622 41 1258 8.3 39380 25.8 
1920 624 5.2 198 1.7 375 3.1 3302 27.5 
1921 6894 23.1 13850 (es PAevatl ay eaysy4!) 18.5 
1902-21 13042 9.8 4679 38.8 12516 8.9 42134 30.0 
Yearly Av. 
1902-21 652.1 233.95 625.8 2106.7 
1902-06 3381 5.4 387 5.5 414 6.8 1788 28.5 
66.2 5.1 67.4 6.0 82.8 7.5 347.6 29.8 
1907-11 694 3.0 1049 4.5 38294 14.0 7878 33.6 
; 188.8 3.6 209.8 5.8 658.8 12.7 1575.6 31.8 
1912-16 2254 5.7 921 223) mE OA Ae Os 4461-6 36.0 
450.8 5.8 184.2 2.0 528.8 6.0 2893.4 36.6 
1917-21 9763 13.8 23872 8.3 6164 8.7 18051 ° 25.5 
1952.6 10.1 474.4 2.6 1232.8 89 3610.2 30.0 
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BonvDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN SOUTHERN SECTION OF UNITED STATES (1902-1921) 


(Continued) 
Kentucky Louisiana Maryland Mississippi 
Thou- Thou- Thou- Thou- 
sands sands sands sands 
Year of Per of Per of Per of Per 


18 2.3 97 12.6 


1902 85 86-46 8 1.0 
1903 185 16.7 8 1.0 39 4.8 
1904 93 + +6.4 76 BZ G4 12.0 
1905 548.6 60 4.0 124 8.2 
1906 By PA ap 8.6 30 1.9 196 12.5 
1907 10 PALS 29 1.0 166 5.9 
1908 294 12.4 83 3.5 42 1325198 8.3 
1909 Liam 2-00 140 2.4 6500 8.3 80 1.3 
1910 56 1.0 92 16 65638 10.0 84 1.4 
1911 113 1.8 368 5.8 508 8.0 397 6.2 
1912 E235 2.0417, 6.7 492 790 805 gy 
1913 12 7a = ANS 2h OD 12.65 5 L651 rat 
1914 1027 (14.07 287 3.9 457 6.2 262 3.6 
1915 274 2.6 256 2.4 372 3.5 165 1.6 
1916 50 oO, 4L9 42 478 4.8 6563 5.6 
1917 8138 8603.9 38434 5.4 35 4 270 3.4 
1918 ‘TOO see, ee 205 3.6 9 Ps af es 4.7 
1919 47 3 1870 12.3. 100 Sin isa! 5.1 
1920 320) 2.777) 766 6.3 466 BED WAP 2.3 
1921 600 2.0 1615 5.4 390 1.3 447 1.5 
1902-21 4511 3.2 7835 5.2 5241 3.7 4845 3.5 
Yearly Av. 

1902-21 225.55 366.75 262.05 242.25 
1902-06 3851 58 211 220) Lo 2.0 630 10.3 
70.2 6.7 42.2 2.9 24.8 18 126 10.0 
1907-11 694 3.0. 715 3.0 1613 6.9 925 3.9 
138.8 4.1 148 2.9 3822.6 65.6 185 4.6 
1912-16 1486 3.7 15380 3.9 2504 6.3 1246 3.1 
297.2 3.9 306 4.0 500.8 7.0 249.2 3.0 
1917-21 1980 2.8 4879 6.9 1000 14 2044 2.9 
896 42 975.8 6.6 200 1.3 408.8 3.4 
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Bonvep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN SOUTHERN SECTION OF UNITED Statzs (1902-1921) 


(Concluded) 
Virginia West Virginia Southern Section 
of United States 
Thou- Thou- Thou- 
Year sands sands sands 
of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
1902 15 9.8 768 99.9 
1903 90 ines 807 99.9 
1904 10 Afi 60 4.1 1456 100.2 
1905 240 15.9 1508 99.9 
1906 156 9.9 136 8.7 15738 100.2 
1907 55 2.0 110 3.9 2826 99.9 
1908 71 3.0 324 13.6 2377 100.0 
1909 471 7.8 816 5.2 6057 100.2 
1910 337 5.8 52 9 5861 100.2 
1911 198 St 150 2.4 6365 100.1 
1912 95 1.5 909 14.5 6265 100.2 
1913 40 ot 885 6.9 5625 100.1 
1914 40 5 745 10.1 7345 99.9 
1915 329 3.1 938 8.9 10566 99.9 
1916 615 6.2 925 9.3 9957 99.8 
1917 35 4, 378 4.7 8036 99.9 
1918 180 3.1 187 Be 5776 99.9 
1919 230 1.5 730 4.8 15254 100.2 
1920 2 Ye 12029 100.3 
1921 4238 14.2 1922 6.4 29835 99.9 
1902-21 7125 5.1 8672 6.2 140286 99.9 
Yearly Av. 

1902-21 356.25 433.6 7014.3 
1902-06 166 ot 601 9.9 6112 100.2 
83.2 2.1 120.2 9.9 1222.4 99.9 
1907-11 ialeye 4.8 952 4.1 23486 100.2 
226.4 4.3 190.4 5.2 4697.2 100.1 
1912-16 1119 2.8 8902 9.8 89758 100.1 
223.8 2.4 780.4 9.9 7951.6 100.1 
1917-21 4708 6.6 3217 4.5 709380 100.1 
941.6 3.9 643.4 3.8 14186 100.1 
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BonbDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN Great Lakes SECTION oF UNITED States (1902-1921) 


Illinois Indiana Michigan 
Thou- Thou- Thou- 
Years sands sands sands 
of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 

1902 340 11.7 25 a! 273 9.4 
1903 449 14.0 612 19.0 3872 11.6 
1904 548 19.0 530 18.4 458 15.9 
1905 715 19.8 332 9.2 590 16.3 
1906 3846 8.3 202 4.8 376 9.0 
1907 367 11.0 518 15.6 700 oti 
1908 654 10.6 408 6.6 1341 27 
1909 584 A 1a NAF 1302 rd 822 16.5 
1910 890 10.9 1277 15.7 884 10.9 
1911 1223 LE 1064 14.9 836 2427 
1912 1268 10.3 1076 8.8 2030 16.5 
1913 1170 13.9 1687 20.1 1780 2122 
1914 1603 11.9 2563 19.0 2705 20.1 
1915 8022 14.5 2471 11.9 3523 16.9 
1916 1714 9.0 1885 9.9 3505 18.3 
1917 641 3.9 2136 12.9 3162 19.1 
1918 432 3.4 1318 10.4 4585 36.2 
1919 1368 4.8 2447 8.7 4719 16.7 
1920 3558 8.5 8572 20.5 4741 17.3 
1921 2240 3.4 3596 5.4 21412 $2.2 

1902-21 23132 8.1 34021 11.9 58814 20.6 

Yearly Av. 
1902-21 1156.6 1701.05 2940.7 


1902-06 2398 14.3 1701 10.1 2069 12.3 
479.6 14.56 340.2 10.46 413.8 12.3 


1907-11 3718 12.5 4569 15.4 4583 15.4 
743.6 12.26 913.8 15.8 916.6 16.38 


1912-16 8777 11.8 9682 13.1 13543 18.3 
1755.4 11.92 1936.4 13.94 2708.6 18.6 


1917-21 8239 4.9 18069 10.8 38619 23.2 
1647.8 4.8 3613.8 11.58 7723.8 28.1 
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BoNnDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PuRPOSES 
IN Great Lakes Section oF Unirep Starus (1902-1921) 


(Concluded) 
Great Lakes Section 
Ohio Wisconsin United States 
Thou- Thou- Thou- 
Year sands sands sands 
of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
1902 1522 52.4 745 25.6 2905 100 
1903 1545 48.0 235 7.3 SPAS 99.9 
1904 782 27.1 565 19.6 2883 100 
1905 1525 42.2 445 12.3 38607 99.8 
1906 2276 54.4 988 23.6 4188 100.1 
1907 1891 41.9 847 10.4 3323 100 
1908 3166 51.3 590 9.6 6159 99.8 
1909 1602 82.2 668 18.4 4978 100 
1910 4702 57.8 381 4.7 8134 100 
1911 3331 46.6 679 9.5 7183 99.8 
1912 7427 60.5 472 3.8 12278 99.9 
1913 2463 29.3 13837 15.9 84387 100.4 
1914 5508 40.8 1099 8.2 13473 100 
1915 10287 49.4 1514 is 20817 100 
1916 10168 53.2 1862 9.7 19134 100.1 
1917 9235 55.7 1421 8.6 16595 100.2 
1918 5430 42.8 909 7.2 12674 100 
1919 16532 58.5 8152 TAZ 28218 99.9 
1920 22311 53.3 2664 6.4 41846 100 
1921 34697 52:2 4483 6.7 66428 99.9 
1902-21 145895 51.1 24556 8.6 286418 100.3 
Yearly Av. 
1902-21 7294.75 1227.8 14320.9 
1902-06 7650 45.5 2978 17.7 16796 99.9 
1530 44.82 595.6 17.68 3359.2 99.96 
1907-11 14192 47.7 2665 9. 29727 100 
2888.4 45.96 533 9.52 5945.4 99.92 
1912-16 35848 48.4 6284 8.5 74134 100.1 
7169.6 46.64 1256.8 8.98  14826.8 100.08 
1917-21 88205 52.9 12629 7.6 165761 99.4 
17641 52.5 2525.8 8.02 33152.2 100 
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BoNnDED INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE Great PLatns SECTION OF UNITED States (1902-1921) 


Missouri Nebraska North Dakota 
Thou- Thou- Thou- 
sands sands sands 
Year of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
1902 162 14.1 15 1.8 18 1.6 
19038 588 24.5 117 4.9 20 8 
1904 551 24.5 155 6.9 129 5.7 
1905 241 11.4 175 8.3 Pail 1.0 
1906 479 20.4 173 7.4 113 4.8 
1907 929 31.8 193 6.6 880 13.0 
1908 1129 19.1 746 12.6 606 10.2 
1909 346 4.9 A471 6.6 515 1.3 
1910 753 15.4 313 6.4 842 7.0 
1911 915 11-2 1554 18.9 847 4.2 
1912 469 7.9 658 11.1 422 7.1 
1913 T57 10.7 860 121 348 4.9 
1914 1338 ee 485 6.2 566 vs 
1915 2226 20.4 1024 9.4 432 4.0 
1916 2310 18.8 1174 9.6 691 5.6 
1917 940 7.4 1153 9.1 437 3.5 
1918 129 1.8 763 10.7 572 8.0 
1919 2434 11.5 2728 12.9 799 3.8 
1920 1849 ial 3039 15.9 931 4.9 
1921 1919 7.9 4719 19.4 426 1.8 
1902-21 19964 11.9 20515 2 8115 4.8 
Yearly Av. 
1902-21 998.2 1025.75 405.75 
1902-06 2021 19.7 635 6.2 301 2.9 
404.2 18.98 127 5.76 60.2 2.78 
1907-11 4072 14. 3277 11.3 2190 7.5 
814.4 16.44 655.4 10.22 438 8.34 
1912-16 7100 16. 4201 9.5 2459 5.6 
1420 15. 840.2 9.68 491.8 5.76 
1917-21 6771 88.1 12402 14.8 3165 3.8 
1354.2 7.14 2480.4 18.6 633 4.4 
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Bonvep INDEBTEDNESS AssuMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE GREAT PLarns Section or Unrrep Staves (1902-1921) 


(Continued) 
Oklahoma South Dakota Great Plains Section 
Thou- Thou- Thou- 
sands sands sands 
Year of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
1902 274 23.8 16 1.4 1149 100.0 
1903 144 6.0 81 3.4 2404 100.0 
1904 257 11.4 47 eli 2248 99.9 
1905 246 aes alii 5.3 2106 100.0 
1906 De 10.3 tals es 2345 100.0 
1907 115 3.9 27 9 2925 100.0 
1908 2004 33.9 138 2.3 6914 99.9 
1909 1641 rate 190 Dab 7092 99.9 
1910 1077 21.9 118 2.4 4912 100.1 
1911 1122 ilar 112 1.4 8215 100.1 
1912 416 7.0 107 1.8 5967 100.2 
1913 30 4 59 8 7101 99.9 
1914 191 2.4 226 2.9 7790 99.8 
1915 847 7.8 607 5.6 10896 100.1 
1916 356 2.9 260 PAL 12284 100.0 
1917 1577 12.5 568 4.5 12662 100.1 
1918 625 8.8 210 2.9 7120 99.8 
1919 3613 ily eat 1271 6.0 21149 100.1 
1920 1895 9.9 1686 8.8 19086 100.0 
1921 433 1.8 23384 9.6 24285 100.1 
1902-21 17105 10.2 8245 4.9 168650 99.9 
Yearly Av. 
1902-21 855.25 412.25 8382.5 
1902-06 1163 11.3 832 Se, 10252 99.9 
232.6 12.64 66.4 3.1 2050.4 100. 
1907-11 5959 20.5 585 2 29058 99.9 
1191.8 19.3 117 1.92 58116 99.94 
1912-16 1840 4.2 1259 2.9 44038 100.1 
368 4.1 251.8 2.64 88076 99.6 
1917-21 8143 9.7 6069 ee 84302 100.4 
_ 1628.6 10.02 1213.8 6.36 168604 100.02 
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BonDrep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE Great PLains SECTION or UnrTeD Staves (1902-1921) 


(Concluded) 
Iowa Kansas Minnesota 
Thou- Thou- Thou- 
sands sands sands 
Year 0 Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
1902 424 36.9 19 n Tr 4 221 19.2 
1903 274 11.4 221 oo 959 39.9 
1904 197 8.8 291 12.9 621 27.6 
1905 328 15.6 218 10.1 771 36.6 
1906 147 6.3 347 14.8 767 32.7 
1907 301 10.3 389 13.3 591 20.2 
1908 236 4.0 490 8.3 565 9.5 
1909 795 a We Rp 1322 18.6 1812 25.5 
1910 268 5.5 408 8.3 1633 33.2 
1911 552 6.7 621 7.6 2992 36.4 
1912 1259 yaaa b 754 12.7 1882 31.5 
1913 1514 21.3 626 8.8 2907 40.9 
1914 2056 26.4 le 9.1 2215 28.4 
1915 2510 23.0 803 TA 2447 22.5 
1916 4326 35.2 1313 10.7 1854 15.1 
1917 3478 27.5 1559 12.3 2950 20.0 
1918 2721 38.2 938 13.1 1162 16.3 
1919 3880 18.4 1270 6.0 5154 24.4 
1920 3585 18.8 789 4.1 5812 30.5 
1921 4780 19.7 1827 5.5 8347 34.4 
1902-21 33631 20.1 14413 8.6 45662 PAE ee 
Yearly Av. 
1902-21 1681.55 720.65 2283.1 
1902-06 1370 13.4 1091 10.6 3339 82.6 
274 15.8 218.2 9.74 667.8 31.2 
1907-11 2152 7.4 3230 het 7593 26.1 
430.4 7.54 646 11.22 1518.6 24.96 
1912-16 11665 26.5 4209 9.6 11305 PAD 
2333 25.2 841.8 9.54 2261 27.68 
1917-21 18444 21.9 5883 fh 23425 27.9 
3688.8 24.52 1176.6 8.2 4685 25.78 
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Bonvep INDEBTEDNEss ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE WESTERN SECTION OF UNITED States (1902-1921) 


Arizona California Colorado Idaho 
Thou- Thou- Thou- Thou- 
a sands sands sands sands 
Year of Per of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent Dollars Cent 
1902 10 5 696 35.6 319 16.3 40 2.0 
1903 55 2a 226 54.6 92 4.1 212 9.4 
1904 31 9 1891 52.9 110 Bal 181 5.1 
1905 92 2.2 2486 59.9 107 2.6 371 8.9 
1906 40 1.0 2786 69.9 202 5.1 140 3.5 
1907 120 naa, 44.3 265 8.1 
1908 300 4.5 3802 49.2 40 6 231 3.4 
1909 190 2.6 4230 57.5 128 1.7 240 3.3 
1910 217 Dakey BY By 43.5 338 4.3 171 2.2 
1911 101 9 5692 52.7. 397 37 391 3.6 
1912 138 1.9 3481 47.7 179 2.5 497 6.8 
1913 467 5-9 Sbo4. 44.8 177 PAG 326 4.1 
1914 863 9.4 5287 57.5 6 aa 297 Sie 
1915 413 4.3 6839 70.4 235 2.4 310 3.2 
1916 248 3.5 2414 34.2 305 4.3 372 5.3 
1917 364 AS 2792 33.0 295 3.5 432 5.1 
1918 145 {ee 100 4.9 347 Lid 
1919 1319 alos, Sli ky 42.3 1748 shi eH 8.0 
1920 1723 5.9 14848 50.6 4602 15.7 1279 4.4 
1921 1608 3.6 23688 538.6 2795 6.3 13889 el 
1902-21 8444 4.3 99198 49.9 12175 6.1 9212 4.6 
Yearly Av. 
1902-21 422.2 4959.9 608.75 460.6 
1902-06 228 1.4 9085 57.7 = 880 5.3 944 6. 
45.6 1.4 1817.0 54.6 - 166.0 6.2 188.8 5.8 
1907-11 928 2.6 18093 50.3 903 2.5 1298 3.6 
185.6 2.9 8618.6 49.4 180.6 2.1 259.6 4.1 
1912-16 2129 5.2 21575 52.4 902 2.2 1802 4.4 
425.8 5 4315.0 50.9 180.4 2.3 360.4 4.5 
1917-21 5159 4.9 50445 47.9 9540 9.1 5168 4.9 
1031.8 5.4 10089.0 35.9 1908.0 7.7 1033.6 7.5 
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Bonpep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE WESTERN SECTION OF UNITED States (1902-1921) 


(Continued) 
Montana Nevada New Mexico Oregon 
Thou- Thou- Thou- Thou- 
sands sands sands sands 
Year of Per of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent Dollars Cent 
1902 280 14.8 1 af 21 +5 Weak 
1903 115 5.1 30 1.3 49 Pte 13 6 
1904 226 6.3 85 2.4 136 3.8 
1905 151 3.6 90 yA 3 Ai! 30 7 
1906 10 4:3 50 1.3 112 2.8 
1907 222 6.8 220 6.8 40 Le 
1908 TiS 207 20 8 133 2.0 412 6.1 
1909 177 2.4 100 1.4 51 “yi 358 4.9 
1910 274 8.5 280 8.6 74 9 905 11.5 
1911 889 3.6 57 5 4 0 528 4.9 
1912 529 Ur 230 3.2 97 ea 393 5.4 
1913 340 4.3 24 a 191 2.4 170 real 
1914 654 Tet 23 8 51 6 459 5.0 
1915 693 Tl 35 A 70 at 237 2.4 
1916 576 8.2 185 2.6 127 1.8 444 6.3 
1917 1119 618.2 181 24 799 9.4 186 Pe Fe 
1918 829 41.0 141 7.0 13 6 
1919 892 4.1 75 ne 424 2.0 540 2.5 
1920 1628 5.6 60 2 847 2.9 AT4 1.6 
1921 5405 12.2 418 197 2 1287 2.9 368 8 
1902-21 14847 7.5 2028 1.0 4484 2.3 5839 2.9 
Yearly Av. 
1902-21 742.35 101.4 224.2 291.95 
1902-06 942 6. 120 8 188 12 312 at 
188.4 6.7 24 7 37.60 12 62.4.9 18 
1907-11 1240 3.4 677 1.9 262 Toss 6.2 
248.0 3.8 185.4 2.5 52.4 tf 448.6 5.7 
1912-16 2792 6.8 497 1.2 536 TS 205. 4.1 
558.4 6.8 99.4 1.4 10725 1-4 340.6 4.2 
1917-21 9873 9.4 734 7 3498 3.3 1581 1.5 
1974.6 13.2 146.8 F( 699.6 4.8 316.2 + 1.5 
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Bonpep INDEBTEDNESS ASSUMED ANNUALLY FOR SCHOOL PURPOSES 
IN THE WESTERN SECTION oF UNITED Sratus (1902-1921) 


(Concluded) 
Utah Washington Wyoming Western Section 
Thou- Thou- Thou- Thou- 
sands sands sands sands 
Year of Per of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent Dollars Cent 
1902 6 “3 581 29.7 1954 99.9 
1908 AbGin 202 , 2245 99.9 
1904 10 co 899 25.2 3569 100.0 
1905 82 2.0 789 17.8 4151 100.0 
1906 127 322) 322 8.1 31 .8 3980 100.0 
1907 142 4.4 (ice . PBR 34 1.0 3262 100.2 
1908 368 bbe (12 oneb:b 21 Ser OTL LOO. 
1909 160 2.2 1506 20.5 199 2.7 839 99.9 
1910 942° -12:0. 1081 13.7 145 1.8 7854 99.8 
1911 489 4.5 2675 24.8 17 -7 10800 99.9 
1912 376 5.2 1282 17.6 89 1.2 7291 100.0 
1913 405 Hele 2225279 91 Lea 7967 L002 
1914 300 Seon ERE ae 137 1.5 9197 100.2 
1915 100 1.0 694 ie! 89 Bi ey 5) 99.9 
1916 4638 6.6 1828 25.9 99 1.4 7061 100.1 
1917 200 2.4 2008 23.7 83 1.0 8459 99.9 
1918 43 2.1 814 15.5 94 4.6 2026 100.0 
1919 2908 18.5 2178 10.1 598 2.8 21520 99.8 
1920 1013 3.00 oeoe 7.8 517 1.8 29284 100.0 
1921 1825 4.1 3906 8.8 1524 8.4 44213 99.7 
1902-21 9959 5.0 28590 14.4 3828 1.9 198604 99.9 
Yearly Av. 
1902-21 497.95 1429.5 191.4 9930.2 
1902-06 225 1.4 2994 19.0 aH 2 15899 101. 
45 2 598.8 20.2 6.2 2 3179.8 100.0 
1907-11 2101 S.Sueeolee 2) 476 1.3 35972 99.8 
420.2 5.7 1550.2 21.7 95.2 1.8 7194.4 99.9 
1912-16 1644 4.0 7146 17.4 505 1.2 41231 100.2 
328.8 4.2 1429.2 18.1 101.0 1.2 8246.2 100.0 
1917-21 5989 5.7 10699 10.2 2816 2.7 105502 100.3 
1197-8 5.1. 2139.8 13.2 563.2 2.7 21100.4 97.7 
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